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Tuesday,  May  27,  1975 

The  hearing  reconvened  at  11:00  A.M.  on  Tuesday,  May  27,  1975, 
in  the  Chambers  of  the  Montana  House  of  Representatives,  State 
Capitol,  Helena,  Montana. 

The  Honorable  Carl  M.  Davis,  Hearings  Examiner,  presided  over 
the  proceedings. 


APPEARANCES : 

APPLICANTS 

William  M.  Bellingham,  Esq. 

John  L.  Peterson,  Esq. 

John  Ross,  Esq. 

DEPARTMENT  OF  NATURAL  RESOURCES  AND  CONSERVATION 

Ted  J.  Doney,  Esq. 

Robert  T.  Cummins,  Esq. 

Arden  E.  Shenker,  Esq. 

William  Sheridan 
Donald  McIntyre 

BOARD  OF  HEALTH  AND  DEPARTMENT  OF  HEALTH  AND  ENVIRNMENTAL  SCIENCES 
Steve  Brown,  Esq. 

NORTHERN  CHEYENNE  TRIBE,  INC. 

Peter  Michael  Meloy,  Esq. 

NORTHERN  PLAINS  RESOURCE  COUNCIL 


Leo  Graybill,  Jr.,  Esq. 
Gregory  H.  Warner,  Esq. 
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HEARINGS  EXAMINER:  Very  well.  If  we  may  go  on 


the  record,  the  Court  is  ready  to  proceed. 

MR.  SHENKER:  The  Department  is  ready. 

MR.  BELLINGHAM:  Applicants  are  ready.  Your  Honor. 
MR.  MELOY :  Northern  Cheyenne  is  ready,  Mr, 
Hearings  Examiner. 

HEARINGS  EXAMINER:  All  right,  we'll  proceed  with 
re-cross-examination  by  the  Department  of  Natural 
Resources  of  Mr.  George  O'Connor.  You  may  proceed. 


CONTINUATION  OF  EXAMINATION  OF  GEORGE  W.  O'CONNOR 


Re-cross,  by  Department  of  Natural  Resources  and  Conservation 
By  Mr.  Shenker  (cont.) 

Q  Mr.  O'Connor,  last  week  we  were  discussing  some  of  the  re¬ 
presentations  made  on  behalf  of  the  Montana  Power  Company 
with  respect  to  whether  they  would  proceed  with  700  megawatt 
facilities  in  the  Colstrip  area.  Do  you  recall,  sir,  the 
meeting  in  October  of  1972  of  the  Board  of  Natural  Resources? 

MR.  BELLINGHAM:  October  of  what? 

MR.  SHENKER:  1972. 


A  I  don't  recall  that  I  attended  a  meeting  of  the  Board  of 
Natural  Resources  in  October  of  1972. 

Q  Do  you  know  John  Lahr? 

A  Yes,  sir. 

Q  He  is  a  lobbyist  for  the  Montana  Power  Company? 

A  Yes,  he  does  lobbying  with  the  Montana  Power. 

Q  Would  his  lobbying  efforts  have  been  authorized  by  the 

officers  or  board  of  the  Montana  Power  Company  to  speak  on 
behalf  of  the  Company?  -812- 
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A  Oh,  in  some  instances,  he  is  authorized  to  speak  on  behalf 
of  the  Company,  and  does. 

Q  When  he  appeared  before  the  Board  of  Natural  Resources  re¬ 
garding  the  Colstrip  Project,  would  it  be  your  understanding 
that  he  was  authorized  to  speak  on  behalf  of  the  Company 
at  that  time? 

A  I  would  think  that  he  had  authorization,  yes,  sir. 

Q  Yes.  Well,  if  he  advised  the  Board  in  October  of  1972  that 
the  possibilities  of  constructing  700  megawatt  facilities 
at  Colstrip  were  remote  because  they  would  have  to  be  on 
line  by  1978,  or  by  then  four  Washington  power  companies 
would  have  completed  their  nuclear  plants  to  supply  the 
power  needs  of  the  Northwest,  would  that  not  have  been  an 
authorized  statement  by  him? 

A  No.  No,  we  wouldn't  have  told  him  exactly  what  to  say  in 
that  regard  and  I  don't  think  that  there  was  anybody  in 
Montana  Power  Company  that  had  any  occasion  to  be  acquainted 
with  the  procedures  who  thought  that  there  would  be 
nuclear  plants  completed  by  1978. 

Q  Well,  is  it  your  testimony  then  that  you  authorized  Mr.  Lahr 
to  appear  before  the  Board  of  Natural  Resources  but  you  did 
not  furnish  him  with  the  information  which  was  accurate 
enough  upon  which  he  could  predicate  any  of  his  statements 
to  the  Board? 

A  Well,  I  think  that  Mr.  Lahr  could  very  well  have  had  a 
misconception  of  when  the  nuclear  plants  in  the  Pacific 
Northwest  might  be  completed  and  I'm  not  real  sure  that 
at  that  time  that  Portland  General  Electric  didn't  have  some 
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hopes  of  completing  Trojan  by  1978.  The  fact  that  they 
didn't  is  no  reflexion  on  Mr.  Lahr  or  anyone  else.  It's 
just  that  those  things  are  hard  to  tie  down  that  far  in 

advance. 

Q  Is  it  not  true ,  Mr.  O'Connor,  that  the  schedule  for  Colstrip 
3  and  4  commencing  in  1979  and  1980,  respectively,  was 
first  officially  communicated  to  the  Department  of  Natural 
Resources  in  the  latter  part  of  January  of  1975? 

A  That  could  —  that  could  well  have  been.  I  don't  know 
exactly  when  they  were  notified. 

Q  And  when  between  October  27,  1972,  and  the  latter  part  of 
January,  1975,  did  you  direct  that  someone  correct  the 
representations  made  by  Mr.  Lahr  to  the  Board  of  Natural 
Resources? 

A  I  didn't  direct  anyone  to  correct  those  representations.  I 
had  no  knowledge  that  Mr.  Lahr  had  said  that. 

Q  Do  you  believe  that  anyone  within  the  Montana  Power  Company 
had  such  knowledge? 

A  I  just  don't  have  any  idea. 

Q  Yes.  And  it  is  also  true,  is  it  not,  Mr.  O'Connor,  that 
the  reason  that  the  official  word  was  communicated  to  the 
Department  regarding  the  delay  in  the  schedules  was  that 
a  representative  of  the  Department,  namely  the  chief  of 
the  Cultural  Sciences  Bureau,  met  with  representatives  of 
the  Montana  Power  Company,  namely  Mr.  Berube  and  Mr.  Moreen, 
on  January  14,  1975,  and  specifically  asked  them  what  their 
schedule  was  at  that  time? 

A  That  could  be. 
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Q  We  were  asking  you  last  week,  Mr.  O'Connor,  about  the  little 
pamphlet  you  issued  entitled  "Colstrip  3  and  4  --  What's  It 
All  About?"  Remember  that  pamphlet? 

A  Yes,  sir. 

Q  Do  you  know  why,  sir,  in  that  pamphlet  that  the  cost  of  Col¬ 
strip  3  and  4  was  listed  at  473  million  dollars? 

A  I  don't  know  how  that  exact  number  got  in  there.  No,  I 
don't  --  didn't  see  any  record  of  that  computation. 

Q  Do  you  have  any  way,  sir,  for  rationalizing  with  us  the  fig¬ 
ure  of  473  million  dollars  in  your  pamphlet  about  Colstrip 
3  and  4,  what  it's  all  about  and  the  368  million  dollar  figure 
which  was  in  your  application? 

A  Well,  I  think  that  this  figure  has  moved  and  continues  to  do 
so  from  time  to  time,  and  whenever  Bechtel  and  our  own  engi¬ 
neering  group  make  the  calculation  on  the  cost  of  Colstrip 
3  and  4,  I  think  that  calculation  changes;  so,  it  could  have 
been  done  at  two  different  times. 

Q  You  recall  also,  Mr.  O'Connor,  telling  us  last  week  that 

Western  Energy  Company  did  not  bid  on  supplying  a  contract 
for  coal  to  the  Boardman  plant  from  Portland  General  Electric 
Company  because  you  were  not  competitive,  right? 

A  Well,  I  think  that's  one  of  the  reasons.  That  isn't  the 
total  reason. 

Q  Well,  why  else? 

A  Well,  the  coal  that  we  could  have  supplied  to  them  would  not 
have  come  from  Colstrip  which  rendered  us  far  less  competitive 
I  don't  --  I'm  not  sure  of  it.  I  don't  believe  that  there 
was  any  coal  in  the  Colstrip  deposit  that  we  wanted  to  sell/ 
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as  I  recall,  at  that  time.  We  had  a  commitment  to  the  five 
companies  for  coal  for  Colstrip  3  and  4,  if  it  was  built,  and 
I  believe  that  pretty  well  exhausted  the  amount  of  the  Col¬ 
strip  deposit  that  we  wanted  to  sell  to  anybody. 

Q  What  is  the  base  price  per  ton  that  the  Western  Energy  Com¬ 
pany  would  sell  its  coal  for  at  the  mine? 

A  Well,  this  number  varies.  It  varies  depending  on  the  length 
of  the  term  of  the  contract,  the  quanities  involved,  the 
delivery  schedules,.  There  are  a  number  of  things.  There 
isn't  just  a  posted  price  of  coal. 

Q  What's  the  range  of  the  number  of  variance? 

A  Oh,  I  suppose  the  range  could  be  from,  maybe  --  maybe  coal  is 
being  sold  there  from  $2.75  to  $5. 

Q  Do  you  know  what  the  base  price  at  the  mine  was  for  the  con¬ 
tract  entered  into  between  the  Portland  General  Electric 
Company  and  Amax  Coal  Company? 

A  No,  sir. 

Q  If  that  price  were  $4.65  per  ton  at  the  mine,  is  it  still 

your  testimony  that  the  Western  Energy  Company  in  coal  could 
not  have  been  competitive? 

A  Certainly  we  couldn't  have  been  competitive  with  that  kind  of 
a  price.  We're  not  talking  about  Colstrip  coal. 

Q  All  right.  You  recall  last  week,  Mr.  O'Connor,  we  were 

discussing  with  you  some  alternate  sources  for  generation,  one 
of  which  was  turbine  or  diesel  powered  generating  stations? 

A  Yes,  sir. 

Q  It  is  true,  is  it  not,  with  respect  to  turbine  and  diesel 
facilities,  that  today  these  are  generally  used  for  peaking 
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requirements  for  a  back-up  in  case  a  normal  source  of  supply 
may  fail? 


MR.  BELLINGHAM:  We  object,  Your  Honor,  on  the 
grounds  that  that's  repetitive,  repetitious  of  that 
that's  gone  on  before.  Now,  I  think  objections  on  this 
point  nave  been  few  and  far  between  but  I  think  it's 
reached  the  point  now,  we're  getting  back  and  going  over 
and  over  some  of  these  items  two  and  three  and  four 
times  and  the  purpose,  I  do  not  know;  although  I  can 
guess  at,  but  I  think  it  is  time  that  we  stopped  this 
repetition  and  we  accordingly  object  on  tiiat  ground. 

HEARINGS  EXAMINER:  Well,  I'm  going  to  permit  an 
answer  but  I  think  your  objection  may  have  a  lot  of 
merit  to  it.  We  have  gone  over  this  now  at  some  length, 
so  if  you  could  limit  it,  I  would  certainly  appreciate  it 
MR.  SHENKER:  I  certainly  intend  to,  Mr.  Hearings 
Examiner,  and  I'm  only  trying  to  keep  within  the  scope 
of  the  redirect  examination  Mr.  Bellingham  conducted. 

A  My  answer  to  the  question  is  that,  yes,  this  is  generally 
the  thing  that  is  contemplated  for  turbine  generation. 

Q  Well,  the  problem  with  turbine  generation  is  that  fuel  costs 
are  not  only  high  but  getting  higher,  isn't  that  right? 

A  Well,  that's  the  principal  problem.  There  are  some  others. 

Q  But  they  do  have  low  fixed-cost  and  labor  charges,  do  they 
not? 

A  Fixed  costs  per  kilowatt,  or  on  a  "per  kilowatt"  basis  of 
capability  are  relatively  low  and  certainly  operating  costs, 
from  the  standpoint  of  the  number  of  men  it  takes  to  operate 
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them  is  low. 
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And  the  nature  of  the  facility  is  such  that  if  you  combined 
that  with  the  fixed-cost  and  labor  charges,  they  do  have  an 
ability  to  start  and  stop  quickly,  donrt  they? 

Yes,  sir. 

And, therefore ,  gas  diesels  and  turbines  are  quite  satisfac¬ 
tory  in  limited  application  even  today,  aren't  they? 

Well,  they  will  work. 

Yes.  Now,  we  did  discuss  with  you  some  alternatives  aside 
from  gas  turbine  and  diesel-fired  stations  and  facilities, 
but  I  don't  believe  we  discussed  with  you  the  magneto-hydro- 
dynamic  process.  Are  you  familiar  with  that,  sir? 

I  have  a  layman's  concept  of  magneto-hydrodynamics. 

How  long  has  research  been  going  on  with  utilities  for  the 
use  of  magneto-hydrodynamic  generating  stations? 

Oh,  I  suspect  a  period  of  several  years,  maybe  more  than  20. 
Yes.  You  are  aware  of  the  studies,  are  you  not,  sir,  that 
conclude  that  magneto-hydrodynamic  processes  should  be  a 
substantial  producer  of  electricity  by  the  early  1980 's? 

No.  No,  I  don't  have  any  --  I'm  not  aware  of  any  studies 
that  indicate  they'll  be  a  substantial  producer  by  the 


early  1980's. 

Do  you  know  of  the  planned  production  of  such  a  facility  in 
the  state  of  Montana? 

I  know  of  a  research  facility  that  is  planned  as  a  possibility 
in  the  state  of  Montana  --  a  test  facility. 

For  how  many  megawatts  of  capacity? 

I  can't  tell  you  what  the  size  of  that  test  facility  would 
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be.  It's  not  very  large,*  strictly,  it's  test  facility. 

Q  And  we  also  discussed  with  you  solar  power,  but  we  did  not 
discuss  with  you  geothermal  power,  so  are  you  aware  of  the 
geothermal  plants  currently  in  operation  today? 

A  Yes,  sir. 

Q  Do  you  know  where  they  are  in  operation? 

A  Oh,  most  of  the  geothermal  plants  in  the  world,  I  believe, 

are  in  operation  down  in  New  Zealand.  There  are  some  geo¬ 
thermal  plants  in  operation  in  California. 

Q  There  are  also  plants  in  other  parts  of  the  world  outside  of 
New  Zealand,  are  there  not? 

A  I  think  so;  yes,  sir. 

Q  Iceland,  Italy,  Japan,  Mexico,  Soviet  Union? 

A  Yes,  sir,  small,  all  of  them. 

Q  And  what  is  the  operation  of  the  largest  plants  now  in 
California? 

A  I  don't  think  I  know  what  the  largest  plant  is.  I  understand 
that  the  total  in  California  is  something  about  250  megawatts. 

Q  Do  you  recall  discussing  with  anyone  from  the  Washington 
Water  Power  Company,  Mr.  O'Connor,  the  comparative  rates 
for  hauling  coal  by  rail  versus  the  transmission  power  by 
wire? 

A  No,  sir.  I  didn't  have  any  discussions  with  anybody  from 
Washington  Water  Power  about  that. 

Q  Are  you  aware  of  studies  that  have  been  done  by  the  Washington 
Water  Power  Company  on  that  subject? 

A  No,  sir. 

Q  You  are  not.  Are  you  aware,  Mr.  O'Connor,  of  the  studies  done 
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in  response  to  a  presentation  made  by  Kaiser  Resources  Lim¬ 
ited  in  its  presentation  to  the  Northwest  Utilities  Group 
in  August  of  1971? 

A  No,  sir. 

Q  Do  you  know  of  a  coal  facility,  that  is  a  coal-handling 

facility,  from  coal  mines  in  British  Columbia  near  Elk  View? 

A  I  have  just  a  slight  knowledge  of  that  facility. 

Q  But  you  did  not  know  that  a  proposal  was  made  for  the  ship¬ 

ment  of  coal  from  that  area  to  an  area  at  Eureka,  Montana? 

A  I  didn't  know  that  a  proposal  was  made.  I  knew  some  atten¬ 
tion  was  given  to  it,  and  some  consideration.  I  didn't  know 

that  any  proposal  was  actually  made. 

Q  Where  is  Eureka,  Montana? 

A  In  the  northwestern  part  of  the  state,  right  up,  pretty  much 
against  the  Canadian  border  and  the  Idaho  line. 

Q  Do  you  know  if  anyone  from  the  Montana  Power  Company  part¬ 
icipated  in  an  evaluation  of  that  proposal? 

A  I'm  sure  that  the  Montana  Power  Company  engineers  at  least 
sat  in  on  some  of  the  discussions  that  had  to  do  with  that 
proposal . 

Q  Do  you  know  what  the  freight  rates  were  that  were  proposed 
on  that  particular  transshipment  of  coal  by  rail? 

A  No.  I  remember  that  it  was  an  international  rail  haul  and 
I  didn't  know  that  it  ever  got  far  enough  so  that  proposals 
for  actual  rates  were  quoted. 

Q  Yes.  Do  you  have  any  idea,  sir,  as  to  even  a  ball  park  fig¬ 
ure  as  to  what  the  lowest  cost  is  that  has  been  studied  by 
anyone  on  the  delivery  of  coal  to  a  plant  site  per  million 
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Btu? 


A  No,  sir. 

Q  Were  you  aware,  Mr.  O'Connor,  that  the  proposed  vendor  of  a 
pollution  control  system  for  the  Colstrip  project  was  offer¬ 
ing  to  guarantee  availability  on  its  system  of  not  more  than 
80  percent? 

A  As  far  as  guarantees  are  concerned? 

Q  Yes,  sir. 

A  Well,  I  know  we've  had  some  real  problems  with  vendors  on 

guarantees.  What  they'll  tell  you  they'll  do  and  what  they're 
willing  to  guarantee  has  been  a  difficult  thing  for  us  be¬ 
cause  they  vary  considerably. 

Q  Were  you  not  aware,  Mr.  O'Connor,  that  at  least  one  of  the 
participants  in  the  Colstrip  project  expressed  the  view  to 
the  Colstrip  project  management,  that  it  made  sense  to  wait 
to  see  the  operations  of  Colstrip  1  and  2,  particularly, 
with  respect  to  their  pollution  control  system,  before  a 
decision  was  embarked  upon  to  proceed  with  Colstrip  3  and  4? 

A  That  one  of  the  partners  made  that  statement? 

Q  Yes,  sir. 

A  No,  I  wasn't  aware  of  that. 

Q  No  one  has  ever  brought  that  to  your  attention? 

A  No,  sir. 

Q  Were  you  aware,  sir,  that  as  recently  as  August  of  last  year, 
at  least  one  of  the  partners  was  making  an  effort  with  the 
Colstrip  project  management  team  to  delay  any  final  decision 
with  respect  to  Colstrip  3  and  4  until  satisfactory  exper¬ 
ience  was  obtained  with  the  scrubbers  on  Colstrip  1  and  2 
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and  their  reliability  was  assured? 

A  No,  sir. 

Q  You  didn't  know  about  that? 

A  No,  sir. 

Q  Did  you  also  know,  sir,  that  at  least  one  of  the  participat¬ 

ing  partners  in  the  Colstrip  project  was  of  the  view  that 
instead  of  the  venturi-type  scrubbers  that  have  been  pro¬ 
posed  generally  for  the  Colstrip  units,  that  electrostatic 
precipitators  followed  by  absorbers  or  scrubbers  should  be 
installed? 

A  Well,  we  had  no  proposal  that  they  be  installed. 

Q  My  question  was:  Did  you  not  know  that  at  least  one  of  the 

participants  preferred  and  recommended  a  different  configura¬ 
tion  of  the  scrubbing  system  namely,  electrostatic  precipit¬ 
ation  followed  by  scrubbing? 

A  No,  I  didn't  know  that. 

Q  Were  you  aware,  Mr.  O'Connor,  that  at  least  one  of  the  partic¬ 
ipants  in  the  Colstrip  project  voiced  strong  objections  to 
the  continued  use  of  Bechtel  Corporation  for  Colstrip  3  and 
4? 


A  Oh,  well,  I  heard  a  great  deal  about  the  use  of  Bechtel 

Corporation  but  I  didn't  ever  hear  any  strong  objection  to 
the  continued  use  of  Bechtel. 

Q  And  do  you  recall  having  expressed  any  willingness  on  behalf 
of  Montana  Power  Company  to  withhold  a  decision  on  construc¬ 
tion  by  Bechtel  Corporation  until  satisfactory  experience 
was  obtained  on  the  first  two  units? 

A  To  withhold  the  use  of  Bechtel  Corporation  until  satisfactory 
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exper  --  no,  sir. 

You  did  attend,  did  you  not,  Mr.  O'Connor,  a  meeting  on 
June  1,  1973,  in  Spokane,  with  representatives  of  the  other 
participants? 

I  probably  did  because  I  attended  most  of  those  meetings. 

Yes.  My  partner  points  out  that  you  may  have  misunderstood 
my  question  with  respect  to  the  use  of  Bechtel,  Mr.  O'Connor. 
Did  you  understand  me,  sir,  to  be  referring  to  the  use  of 
Bechtel  Corporation  on  Units  3  and  4  until  after  satisfactory 
experience  was  obtained  from  the  operation  of  Units  1  and  2? 
That's  what  I  understood  you  to  say,  that  we  were  going  to 
delay  their  use  on  3  and  4. 

Now,  you  were  aware,  were  you  not,  Mr.  O'Connor,  when  the 
proposal  was  made  formally  of  the  filing  of  the  application 
for  Colstrip  Units  3  and  4,  that  the  Montana  Power  Company 
would  be  the  sponsor  of  the  project? 

Yes,  sir. 

That  means,  of  course,  that  the  Montana  Power  Company  would 
have  to  provide  principally  all  of  the  in-house  staff  for  the 
pro j  ect? 

Well,  not  all  of  it,  but  a  good  part  of  it. 

Well,  to  date^  you  have  had  general  assistance  from  the  other 
applicants  when  called  upon,  but  in  terms  of  day-to-day 
operations,  the  staff  has  come  from  the  Montana  Power  Company 
has  it  not? 

I  think  that  there  had  been  one  full-time  person  assigned  by 
Puget . 

On  site? 
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A  On  site. 

Q  At  Colstrip  1  and  2? 

A  And,  perhaps,  more  than  that. 

Q  AH  right.  How  about  planning  on  a  day— by— day  basis  for  Col- 

strip  3  and  4.  That's  being  your  staff,  isn't  it? 

A  I  think  so. 

Q  Yes.  You  were  aware,  were  you  not,  when  you  filed  your  ap¬ 
plication,  that  the  Montana  Power  Company  did  not  have  ade¬ 
quate  staff  for  engineering  or  field  supervision  personnel 
for  as  large  a  project  as  was  being  approached? 

A  That's  why  we  hired  Bechtel. 

Q  You  were  aware  of  it? 

A  Certainly. 

Q  But  it  also  required,  in  addition  to  hiring  Bechtel,  that  it 

was  necessary  for  you  to  expand  and  train  your  staff  rather 

promptly,  wasn't  that  true? 

Well,  I  think,  by  necessity,  we  would  have  had  to  expand  our 
staff,  and  the  amount  of  training  they  would  require  would 

depend  a  little  bit  on  their  background. 

Q  Now,  it  is  true,  is  it  not,  Mr.  O'Connor,  that  when  you  ac¬ 
quired  the  Burlington  Northern  coal  fields  in  the  last  1950's, 
you  actually  mothballed  the  operation  of  those  coal  fields 
until  the  late  1960 ' s? 

A  For  all  practical  purposes,  yes. 

Q  It  is  also  true,  is  it  not,  Mr.  O'Connor,  that  before  you 
filed  your  application  for  Colstrip  Units  3  and  4,  you  did 
not  have  a  firm  hand  on  the  water  supply  necessary  for  the 
project? 


L 
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Well,  I  don't  know  what  you  mean  by  a  firm  hand.  We  have 
made  application  for  water  and  filed  on  it  under  the  law, 
and  I  guess  there  isn't  any  such  thing  as  having  a  firm  hand 
on  water,  ever. 

What  you  did  was  file  in  the  local  courthouse  for  rights  on 
the  Yellowstone  River  which  was  an  unjudicated  stream,  did 
you  not? 

Yes,  that's  what  was  provided,  that  we  needed  to  do  if  we 
wanted  to  get  some  water  there. 

And  what  you  filed  for  was  250  CFS  out  of  the  Yellowstone 
River,  is  that  right? 

Yes,  sir. 

What  is  CFS? 

Cubic  feet  per  second. 

Now,  actually,  what  you  required  for  the  Colstrip  projects 
was  66  cubic  feet  per  second,  isn't  that  true? 

I  think  that  that  would  be  very  close  to  what  we  needed  for 
the  Colstrip  project. 

Why  did  you  file  for  four  times  as  much  water  as  you  needed? 
Well,  we  expected,  and  still  do,  that  at  some  point  we  prob¬ 
ably  would  need  to  go  to  a  gasification  plant.  This  would 
require  considerable  amount  of  water. 

For  gasification  in  the  Colstrip  area? 

Not  necessarily  in  the  Colstrip  area,  no. 

Well,  in  an  area  serviced  by  the  Yellowstone  River? 

Yes. 


Q  How  far  from  the  current  site  of  the  Colstrip  project? 

A  Well,  we  have  considerable  coal  down  in  Fallon  and  that  county 
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down  there,  but  that  would  be  quite  a  ways  from  the  Colstrip 
pro j  ect . 

Q  Still  on  the  Yellowstone  River? 

A  Well,  it  would  be  --  the  only  really  large  available  source 
of  water  in  all  of  that  country  is  the  Yellowstone  River. 

Q  So,  when  you  filed  for  the  250  CFS  on  the  Yellowstone  River, 
you  were  looking  far  ahead  to  the  other  developments  that 
you  might  have  to  have  in  the  future? 

A  Yes,  sir. 

Q  But  is  it  still  your  testimony,  sir,  that,  at  that  time,  you 
had  no  planned  development  beyond  Colstrip  Unit  4? 

A  That's  still  my  testimony. 

Q  At  the  commencement  of  this  project,  Mr.  O'Connor,  when  you 
met  with  representatives  of  the  other  participants  in  June  of 
1973,  in  Spokane,  Washington,  it  was  your  opinion,  was  it  not, 
sir,  that  the  largest  environmental  exposure  in  the  entire 
project  was  the  construction  of  transmission? 

A  I  suspect  that  that  would  have  been  my  conclusion. 

Q  Yes,  and  further  your  view  was  that  that  problem  would  not 
influence  the  Montana  Power  Company  because  you  felt  that 
sufficient  230  kv  lines  either  were  already  built  into  or 
easily  could  be  built  into  your  system  outside  of  the  Colstrip 
project? 

A  Well,  there  wasn't  sufficient  230  built  into  our  system,  but 
it  could  have  been  built,  I  presume,  assuming  we  could  get 
permits . 

Q  You  didn't  need  the  500  kv  transmission  for  the  Montana  Power 
Company  system,  did  you? 


-826- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A  For  our  system  exclusively,  no,  sir. 

Q  Therefore,  your  principal  concern  with  respect  to  environ¬ 
mental  impact  in  1973  was  the  transmission  of  power  west, 
wasn't  it? 

A  Yes,  it  would  be  the  transmission  of  power  west. 

Q  Now,  at  that  time,  sir,  when  you  first  filed  your  application 
for  the  project,  were  you  aware  of  the  fact  that  at  least  one 
of  the  participants  made  a  calculation  of  the  cost  of  the 
project  based  upon  your  meeting  in  Spokane  on  June  1,  1973, 
using  Montana  Power  Company  preliminary  estimates  which 
arrived  at  a  total  figure  of  $499,000  without  escalation 
interest  for  taxes? 

A  No,  I  didn't  know  about  that. 

Q  Did  you  know  that  at  the  same  time,  using  their  own  exper¬ 

ience  and  comparison  figures,  they  arrived  at  a  figure  of 
$641  million? 

A  No,  I  didn't  know  that  either. 

Q  I  think  I  may  have  misspoken  myself  previously.  I  meant  to 
say  499,000,000,  not  499,000,  but  you  understood  that,  didn't 
you? 

A  Either  number,  I  didn't  know  about  it. 

Q  Did  you  not  know  that  on  June  1,  1973,  at  that  meeting  in 

Spokane,  Washington,  at  least  one  of  the  participants  voiced 
its  opinion  that  the  schedule  then  proposed  for  Colstrip  3 
and  4  was  unrealistic  and,  in  fact,  the  earliest  starting  date 
would  be  in  1979  and  1980,  respectively? 

A  I  don't  think  I  ever  heard  anyone  say  that  it  was  unrealistic. 
I  --  I  think  that  every  participant  knew  that  it  was  a  fairly 
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tight  schedule;  that  it  was  --  that  there  was  no  --  there 
was  no  slack  period  in  it. 

Yes.  We  were  talking  last  week,  Mr.  O'Connor,  before  we 
adjourned,  about  the  comparative  costs 'to  industrial  persons  -- 
other  users  of  power  and  I  think  you  told  us  that  some  of  the 
industrial  customers  would  receive  their  power  at  about  one- 
third  the  rate  that  orhers  would,  do  you  recall  that? 

I  think  they  do  now. 

Yes.  Putting  that  into  illustrative  terms,  sir,  and  furthering 
our  discussion  with  respect  to  the  supply  of  aluminum  com¬ 
panies  by  the  Bonneville  Power  System,  which  we  also  dis¬ 
cussed  last  week,  would  you  accept  the  figure  that  it  would 
cost  approximately  three  quarters  of  a  million  dollars  per 
month  to  produce  power  for  one  aluminum  hot  line  from  a 
nuclear  or  coal-fired  facility? 

Gee,  I  haven't  the  slightest  idea. 

Assuming  that  figure  for  purposes  of  this  discussion,  sir, 
you  would  not  be  surprised,  would  you  not,  to  find  that  if 
that  were  the  cost  of  producing  such  power,  that  the  aluminum 
plant  would  actually  pay  $250  million  for  that  power? 

MR.  BELLINGHAM:  We  object  on  the  ground  that  it's 
repetitious,  improper  cross-examination.  It's  based 
and  assumed  on  an  assumption  of  facts  not  in  evidence. 
HEARINGS  EXAMINER:  Sustained. 

MR.  SHENKER:  Hypothetical  questions  never  have  to 
be  in  evidence  at  the  point  that  they  are  asked.  We 
haven't  got  to  our  case-in  chief  yet  where  we  introduce 
our  evidence.  I'm  asking  him  to  assume  it  therefore. 


-828- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A 

Q 

A 


Q 

A 

Q 

A 


HEARINGS  EXAMINER:  I  sustained  the  objection. 

MR.  SHENKER:  I'm  sorry;  I  didn't  hear  you  say  that 
HEARINGS  EXAMINER:  It's  a  question  that  gets 
into  a  new  area  in  this  field. 

MR.  SHENKER:  Yes. 

HEARINGS  EXAMINER:  Your  last  question  didn't  in¬ 
clude  in  that  figure  whether  you  were  talking  per  month 
or  what.  Your  first  question  said  "per  month." 

MR.  SHENKER:  I  see. 

Mr.  O'Connor,  I'm  going  to  ask  you  to  assume,  sir,  with  re¬ 
spect  to  the  cost  of  supplying  the  power  to  an  industrial 
facility,  namely,  an  aluminum  plant,  that  per  month,  that 
would  amount  to  $750,000,  approximately,  at  a  nuclear  or  coal-| 
fired  facility.  With  that  assumption,  I  would  ask  you,  sir, 
would  you  not  agree  that,  it ' s . reasonable  to  believe  that  the 
same  aluminum  plant  would  pay  per  month  $250,000  for  that 
power? 

At  Bonneville  rates? 

Yes,  sir. 

I  --  I  can't  tell  you  that.  I  don't  know  what  it  costs  per 
month  at  Bonneville  rates  to  run  a  hot  line.  I  just  don't  — 

I  just  don't  have  that  kind  of  knowledge. 

I've  asked  you  to  assume  the  costs. 

Okay . 

I'm  asking  you  -- 

Well,  if  I  assume  that  your  numbers  are  correct,  then  that 
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probably  would  be  true. 

All  right,  sir.  Can  you  tell  me,  Mr.  O'Connor,  why  the  Mont¬ 
ana  Power  Company,  at  this  moment,  opposes  the  building  of 
Allenspur  Dam? 

Well,  we  think  it  is  uneconomic;  that  it  won't  stand  on  its 
own  feet,  and  we  don't  like  to  see  money  spent  for  things  tha 
are  not  justified. 

Who  was  going  to  operate  the  Allenspur  Dam? 

I  suspect  it  would  be  the  Bureau  of  Reclamation. 

And  you  have  decided  that  you  want  to  oppose  the  building  of 
the  Allenspur  Dam  by  the  Bureau  of  Reclamation  because  you 
don't  think  it  would  be  economic  for  them? 

That's  true.  They  spend  our  money. 

Do  you  frequently  take  such  positions  -- 
We  sure  do. 

--  on  applications  by  the  Bureau  of  Reclamation? 

We  certainly  do.  Took  the  same  kind  of  a  position  on  Knowles 
Dam  on  the  Flathead  River  —  a  very,  very  strong  position. 

We  haven't  taken  that  strong  a  position  on  Allenspur. 

Well,  it  is  your  position,  is  it  not,  as  expressed  by  Mr. 
McElwain,  that  the  construction  of  the  Allenspur  Dam  would 
result  in  very  extensive  damage  to  the  economy  of  the  local 
area? 

It  very  well  could. 

Can  you  tell  me  about  that?  How  is  the  construction  of  the 
Allenspur  Dam  going  to  extensively  damage  the  area? 

Well,  of  course,  you  flood  some  pretty  productive  valleys  to 
start  with.  That's  one  thing,  a  valley  that's  attracted  a 
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lot  of  tourists,  a  valley  that  had  been  agriculturally  pro¬ 
ductive,  and  to  whatever  degree  that  production  is  diminished,! 
it's  going  to  affect  the  area;  to  whatever  degree  that  tour¬ 
ists  no  longer  travel  through  that  particular  area  to  look  at 
the  valley  or  go  to  Yellowstone  Park,  it  will  affect  the 
economy  of  the  area. 

Q  What  is  the  purpose  of  the  Allenspur  Dam;  do  you  know? 

A  I  think  it  was  originally  conceived  as  a  flood  control  and 
power  producing  project. 

Q  Its  purpose  as  announced  by  the  Bureau  of  Reclamation  is  to 
provide  water  for  power  plants  that  would  convert  coal  to 
electricity,  isn't  it? 

A  Not  originally,  no.  I  think  at  the  time  that  Allenspur  was 

first  proposed,  nobody  had  any  idea  that  we  would  ever  devel¬ 
op  any  coal  in  Montana  for  electricity. 

Q  When  do  you  think  Allenspur  was  first  proposed? 

A  Many,  many  years  ago.  It's  been  on  the  drawing  board  with'  the| 
Bureau  of  Reclamation  for  years. 

Q  But  as  of  1972,  you  knew,  did  you  not,  Mr.  O'Connor,  that  the 
purpose  as  announced  by  the  Bureau  was  to  provide  water  for 
power  plants  that  would  convert  coal  to  electricity? 

A  No,  I  didn't  know  that. 

Q  You  didn't  know  that.  Is  it  not  true,  Mr.  O'Connor,  that  the 
reason  you  opposed  the  building  of  the  Allenspur  Dam  was  that 
you  would  rather  have  power  created  from  your  coal-fired 
generating  stations  in  Colstrip? 

A  No,  that  isn't  the  reason,  but  it's  a  good  one. 

Q  That  is  a  good  reason  for  -- 
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It  is  a  good  reason,  yes. 

Yes . 

Yeah,  we  would  rather  have  power  produced  by  Montana  Power 
Company's  facilities  than  we  would  someone  else's.  That's 
the  business  we're  in. 

Mr.  O'Connor,  what  guidelines,  sir,  are  you  aware  of  for  the 
siting  of  new  power  generating  stations  and  esthetic  treat¬ 
ment  of  other  power  facilities  for  the  state  of  Montana? 

I  don't  know  of  any. 

Can  you  tell  me  why  you  referred  to  such  guidelines  for  the 
siting  of  new  power  generating  stations  and  esthetic  treat¬ 
ment  of  other  facilities  in  your  1973  long-range  plan  sub¬ 
mitted  to  the  Department  of  Natural  Resources? 

Whoever  prepared  that  unquestionably  knew  of  some. 

They  just  didn't  tell  you  about  them? 

They  just  didn't  tell  me  about  them. 

Did  you  know,  Mr.  O'Connor,  that  in  that  same  long-range  plan 
which  we  discussed  last  week,  it  was  proposed  by  the  Montana 
Power  Company  that  you  would  have  insufficient  power  to  meet 
your  peak  load  requirement  by  January  of  1975? 

With  or  with  --  well,  of  course  that  —  that  —  that  could 
be  possible,  certainly. 

And  therefore,  you  predicted  you'd  have  brown-outs  by  January 
of  1975? 

Well,  I  don't  —  I  wouldn't  think  we  made  any  prediction  like 
that.  We  might  have. 

Showing  you,  Mr.  O'Connor  page  7  of  your  long-range  plan  for 
1973,  and  directing  your  attention  to  the  last  paragraph  on 
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that  page,  do  you  see  the  reference  to  the  predicted  brown¬ 
outs  by  January  of  this  year? 

A  Yes,  I  see  that  reference. 

Q  Yes.  Did  you  have  any  brown-outs  in  January  of  '75? 

A  Not  to  my  knowledge. 

Q  But  in  1973  you  were  forecasting  that  you  were  going  to  have 
them  unless  you  added  some  additional  generating  capacity, 
isn't  that  right? 

A  That's  what  this  says. 

# 

Q  Yes.  Did  you  take  any  steps  to  add  additional  generating 
capacity  from  July  of  1973  until  January  of  1975? 

A  No,  sir. 

Q  Then  what  confidence  do  you  expect  the  Department  or  anyone 
else  to  place  in  your  projections  of  your  problems  to  come 
if  those  problems  don't  materialize  and  you  take  no  steps  to 
meet  them? 

MR .  BELLINGHAM:  We  object  on  the  grounds  of 
argumentative . 

HEARINGS  EXAMINER:  Objection  sustained. 

Q  Mr.  O'Connor,  you  have  told  us,  sir,  that  what  you  forecasted 
in  1973  did  not  occur  in  1975.  You  have  told  us  you  took  no 
steps  to  meet  the  problem  that  you  forecasted  for  1975.  Why 
would  you  expect  the  Department  of  Natural  Resources  to  be¬ 
lieve  your  forecasts  under  such  circumstances? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it's  con¬ 
jectural  and  argumentative 

HEARINGS  EXAMINER:  Same  ruling,  sustained. 

Q  What  do  you  expect  the  Department  of  Natural  Resources  to  do 
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with  your  projections,  Mr.  O'Connor,  when  the  circumstances 
are  as  you  have  described  them  with  respect  to  your  1973  long- 
range  plan? 

MR.  BELLINGHAM:  We  object  for  the  reasons  as  before 
being  speculative,  argumentative. 

MR.  SHENKER:  This  man  was  the  president  of  the 
Company  during  the  time  that  the  report  was  submitted. 
It's  an  official  report  submitted  as  required  by  law  to 
a  state  agency.  I  think  we're  entitled  to  know  what  he 
expects  of  the  report  that  is  submitted. 

HEARINGS  EXAMINER:  I'm  going  to  sustain  the  ob¬ 
jection  on  it's  trying  to  speculate  what  he  expects  the 
conclusions  to  be  reached  by  the  Department  of  Natural 
Resources.  That's  what  they're  going  to  return  after 
they  read  the  whole  record. 

Q  Why  did  you  submit  a  long-range  plan  for  1973,  Mr.  O'Connor, 
with,  forecasted  brown-outs  and  the  need  for  additional  gen¬ 
erating  capacity? 

A  Because  our  projections  of  the  loads  in  1975  indicated  that 
we  would  need  additional  generating  capacity. 

Q  And  you  were  wrong  on  those  projections,  were  you  not? 

A  Yes . 

Q  Now  -- 

A  With  good  reason  and  reasons  we  couldn't  anticipate. 

Q  All  right,  and  you  see  before  you,  sir,  in  that  particular 
long-range  plan,  the  number  of  megawatts  which  you  were  des¬ 
cribing  in  that  same  paragraph  on  page  7  which  would  be  your 
need. 
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A  Yes,  I  see  the  number,  947  megawatts. 

Q  Now,  by  the  time  February  of  1974  rolled  around,  some  several 
months  after  that  long-range  plan  was  submitted,  would  it 
surprise  you  to  know  that  your  forecast  then  was  for  the  peak 
of  953  megawatts? 

A  I  don't  think  that  would  surprise  me,  no. 

/• 

Q  That  your  peak  for  1975  was  1,037  megawatts? 

A  No,  sir,  that  wouldn't  surprise  me  at  all. 

Q  That's  up  another  60  megawatts  from  — 

A  Yes . 

Q  --  what  the  long-range  plan  said? 

A  Yes,  sir. 

Q  Six  months  later.  And  that  your  peak  for  1976  would  be  1,084 
megawatts? 

A  That  doesn't  surprise  me. 

Q  Does  it  surprise  you  that  nine  months  later,  in  November  of 
1974,  those  loads  were  all  forecasted  downward  so  that  by 
1975-76  your  peak  was  down  from  1,037  to  1,007? 

A  No,  that  doesn't  surprise  me  either. 

Q  And  for  the  following  year  that  your  peak  was  down  from  1,084 
to  1,050? 

A  No,  sir,  no  surprise. 

Q  And  then,  sir,  by  February  of  1975,  three  months  later,  would 
it  surprise  you  then  to  find  that  the  peak  that  had  been  fore¬ 
casted  for  1975-1976  at  1,007  megawatts  was  down  to  981  mega¬ 
watts? 

A  No,  that  doesn't  surprise  me. 

U  It  doesn't  surprise  you? 
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A  No,  sir. 

Q  Yes,  or  that  the  energy  that  had  been  forecasted  in  February 
of  '74  at  723  megawatts  downed  in  November  of  1974  to  697 
megawatts?  By  February  of  1975  it  had. gone  to  650  megawatts. 

A  Nope,  no  surprise. 

Q  No  surprise  that  you  decreased  your  energy  need  by  10  percent 
in  one  year  of  revised  forecast? 

A  Not  a  surprise  involved  in  it  at  all.  Disappointing,  but  not 
surprising . 

Q  Yes.  Why  is  it  disappointing,  Mr.  O'Connor? 

A  Because  we  had  a  customer  that  canceled  a  pretty  substantial 
load  on  us.  It's  always  disappointing  to  lose  a  big  customer. 

Q  And  your  projections  for  the  future,  of  course,  would  have  to 
take  into  consideration  the  possible  disappointments  you  will 
have  of  cancellations  of  loads  in  the  future,  too,  wouldn't 
they? 

A  Well,  there's  a  possibility  that  our  load  could  be  canceled r 
certainly . 

Q  But  notwithstanding  your  fluctuations  in  load  as  forecasted 
from  time  to  time,  Mr.  O'Connor,  it  is  true,  sir,  is  it  not, 
that  even  prior  to  the  submission  of  that  long-range  plan  in 
1973,  in  July,  even  prior  to  the  submission  of  your  applica¬ 
tion  for  Colstrip  Units  3  and  4  in  June  of  1973,  your  staff  was 
turning  out  computer  studies  on  the  use  of  gas  turbines  plus 
additional  700  megawatt  units  beyond  Colstrip  4,  isn't  that 
true? 

A  Well,  I  think  the  use  of  gas  turbines  has  been  involved  in  our 
calculations  since,  perhaps,  the  construction  of  Corette  plant. 
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Since  1964  or  1968? 

Since  1968,  at  least  that  far  back. 

And  for  when  do  you  plan  the  present  construction  of  a  gas 
turbine  facility? 

It's  getting  further  and  further  and  further  away  and  if  the 
news  that  I  heard  this  morning  is  correct  that  the  price  of 
oil  will  go  up  one  dollar  a  barrel,  it  gets  that  much  fur¬ 
ther  away . 

Mr.  O'Connor,  showing  you  what  has  been  marked  for  identifi¬ 
cation  as  Exhibit  1  for  this  proceeding,  the  memorandum 
dated  May  22,  1973,  with  the  initials  R.C.S.,  you  recognize 
those  initials  for  Rob  Stewart,  do  you  not? 

Well,  I  didn't  know  --  I  wouldn't  have  recognized  them  if  you 
hadn't  told  me  whose  they  were.  We  have  a  Robert  Stewart 
working  for  us.  I  didn't  have  any  idea  what  his  middle  ini¬ 
tial  was. 

You've  seen  some  of  his  studies  previously,  haven't  you? 

I've  seen  some  of  Robert  Stewart's  studies,  yes. 

Yes.  Have  you  seen  that  one  before? 

I  don't  recall  having  seen  this  specific  one. 

But  it  doesn't  look  like  an  unfamiliar  form  of  forecasting 
loads  and  resources,  does  it? 

Not  unfamiliar  at  all.  It's  the  form  generally  used. 

Sure.  We'll  offer  Exhibit  1  for  the  Department,  the  memoran¬ 
dum  of  May  22,  1973,  fran  Mr .  Stewart. 

MR.  BELLINGHAM:  No  objection. 

Now,  with  respect  to  this  exhibit,  Mr.  O'Connor,  do  you  see 
where  it  discusses  a  number  of  alternatives,  1,  2,  3,  4,  2A, 
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and  4A? 


A  Yes,  sir. 

Q  Do  you  see  where  the  discussion  is  with  respect  to  energy 
at  700  and  peak  at  800? 

A  Yes,  sir. 

Q  And,  similarly,  do  you  see  the  initials  G.T.? 

A  I  see  that  number. 

Q  That's  a  gas  turbine  facility,  isn't  it? 

A  That's  generally  the  way  it's  referred  to. 

Q  Right.  Now,  Alternative  1,  therefore,  is  a  100  megawatt  gas 
turbine  in  1978,  100  percent  of  a  350  megawatt  unit  in  1979, 
and  100  percent  of  a  350  megawatt  unit  in  1985? 

A  Yes,  sir. 

Q  Right?  And  Alternative  2  would  be  35  percent  of  a  700  mega¬ 
watt  unit  in  1978,  35  percent  of  another  700  megawatt  unit 
in  1979,  100  megawatts  of  gas  turbine  in  1986,  and  30  per¬ 
cent  of  a  700  megawatt  unit  in  1987? 

A  Right. 

Q  Right?  Then  Alternative  3  would  be  100  megawatts  of  gas 

turbine  in  1978,  35  percent  of  a  700  megawatt  unit  in  1979, 

35  percent  of  a  700  megawatt  unit  in  1983,  and  30  percent  of 
a  700  megawatt  unit  in  1987? 

A  That's  what  it  says. 

Q  All  right.  And,  similarly,  wfe  could  figure  out  what  the  other 
references  are  in  Alternatives  4,  2A  and  4A.  They  fall  in  the 
same  form,  don't  they? 

A  Yes,  sir. 

Q  There's  also  a  reference  to  Units  2B  and  4B.  Do  you  see  those' 
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Yes,  sir. 

Yes.  Now,  what  are  these  references  to  700  megawatt  units 
in  1987? 

That's  a  speculation  on  the  kind  of  power  we'll  need  to  meet 
our  loads  out  in  that  time. 

Well,  it's  true  in  May  of  1973,  isn't  it,  that  you  were,  in 
fact,  considering  the  building  of  such  units  in  1987  or 
earlier? 

No,  sir. 

No? 

No. 

These  were  studies  that  were  done  without  your  considering 
them? 

No.  Of  course,  we  considered  them.  We  weren't  considering 
building  them.  We  were  considering  what  kind  of  resources 
would  be  necessary  to  provide  our  loads. 

Well,  you're  familiar,  aren't  you,  Mr.  O'Connor,  with  the 
energy  shortage,  as  I  believe  it  was  called,  in  the  winter  of 
1973-74  in  the  Pacific  Northwest? 

Yes,  sir. 

What,  in  your  opinion,  sir,  were  the  economic  effects  of  that 
energy  shortage? 

Oh,  I  think  there  were  a  number  of  people  that  were  furloughed 
from  their  jobs  because  of  the  energy  shortage,  some  of  them 
in  Montana. 

Has  anyone  told  you  about  the  study  done  by  Kent  Anderson,  one 
of  the  witnesses  who  has  been  designated  to  testify  in  this 
proceeding  with  respect  to  the  conclusions  of  Dr.  Anderson 
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and  his  organization  on  the  cost  of  the  Pacific  Northwest 
electricity  shortage? 

A  Well,  I  knew  that  Mr.  Anderson  had  made  such  a  study,  but 

nobody  has  told  me  about  it. 

*  * ' 

Q  Did  you  not  know  that  there  was  a  conclusion  from  that  study 
that  the  costs  of  the  Pacific  Northwest  electricity  shortage 
were  rather  small? 

A  No,  I  didn't  know  that. 

Q  As  of  this  moment,  Mr.  O'Connor,  are  you  aware  of  the  fact 
that  coal  and  hydropowered  facilities,  respectively,  have 
reversed  the  trend  of  who  was  increasing  what  share  of  power 
plants  in  the  country? 

A  I  don't  think  I  know  of  that  study. 

Q  You  knew  that  until  some  years  ago  the  hydro  facilities  were 
going  downward  in  their  share  of  the  power  generating  fac¬ 
ilities,  didn't  you? 

A  Yes,  sir. 

Q  You  didn't  know  that  they  have  begun  to  reverse  that  trend 
now? 

A  And  that  they  are  — 

Q  Going  upward  again. 

A  A  greater  percentage? 

Q  Yes,  sir, 

A  No,  I  didn't  know  that. 

Q  With  respect  to  the  comparison  between  coal  and  nuclear-f ired 
facilities,  you  are  aware,  are  you  not,  of  the  Project  Inde¬ 
pendence  Report  done  by  Labrie  and  West  for  the  United  States 
Department  of  the  Interior? 
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A  I  know  something  about  the  Project  Independence. 

Q  You  know  of  their  conclusion,  do  you  not,  that  there  will  be 
a  decrease  in  dependence  upon  fossil  fuels  and  a  rapidly 
increasing  dependence  upon  nuclear  generation? 

A  Yes,  sir. 

Q  And  you  know,  do  you  not,  that  there  is  a  disparity  in  the 

present  capital  cost  for  investment  between' nuclear  and  fossil| 
plants  in  which  the  nuclear  is  slightly  more  than  the  fossil 
for  capital  expenditures? 

A  Yes,  sir. 

Q  But,  assuming  a  70  percent  capacity  factor  for  a  nuclear 
plant,  you  know,  do  you  not,  that  it  would  cost  $700  per 
kilowatt  more  for  a  nuclear  plant  than  for  example,  an  oil- 
fired  plant  and  still  be  economical? 

A  No,  I  don't  know  that. 

Q  You  didn't  know  that.  Did  you  know  that  as  between  nuclear 
and  coal-fired  plants,  despite  the  present  disparity  in  cap¬ 
ital  investment,  that  the  price  of  coal-fired  plants  would 
have  to  be  as  much  as  $370  dollars  per  kilowatt  less  than  the 
price  of  a  nuclear  plant  in  order  to  be  enough? 

A  Well,  I  knew  there  had  to  be  a  difference,  but  I  didn't  know 
it  was  $370. 

Q  Now,  we've  talked  also  some,  Mr.  O'Connor,  about  the  outlook 
for  natural  gas,  but  I  don't  think  we've  discussed  with  you, 
sir,  the  procedures  by  which  natural  gas  allocations  could  be 
changed.  That's  up  to  the  priority  system  determined  by  the 
Federal  Power  Commission,  isn't  it? 

A  Not  in  our  case. 
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Q  For  interstate  allocation  of  natural  gas? 

A  We  aren't  involved  in  interstate  allocation  of  natural  gas. 

Q  If,  sir,  you  wish  to  apply  for  an  allocation  of  natural  gas 
interstate,  you  would  have  to  make  that  application  with  the 
Federal  Power  Commission,  would  you  not? 

A  If  we  wanted  to  be  interstate  in  our  gas  system,  yes,  sir. 

Q  And  in  order  to  obtain  such  a  supply  of  natural  gas,  you 

would  have  to  depend  upon  convincing  the  Federal  Power  Com¬ 
mission  that  you  should  have  some  allocation,  wouldn't  you? 

A  The  Federal  Power  Commission,  generally ,  have  made  some  allo¬ 
cations,  I  believe,  on  interstate  gas. 

Q  Now,  as  of  the  end  of  last  year,  sir,  do  you  know  how  many 
pending  applications  there  were  for  hydroelectric  facilities 
before  the  Federal  Power  Commission? 

A  No,  sir. 

Do  you  know  what  the  capacity  in  megawatts  was  with  respect  to| 
all  the  pending  applications  before  the  Federal  Power  Commis¬ 
sion? 

A  In  peak  or  energy? 

Q  Peak. 

A  No,  I  don't. 

Q  Do  you  know  what  it  is  in  energy? 

A  No.  I  know  it's  substantially  different. 

Q  Who  regulates  the  rates  per  sale  of  electrical  energy  between 
companies  in  interstate  commerce? 

A  The  power  sold  for  re-sale  is  regulated  by  the  Federal  Power 
Commission . 

Q  They  determine  the  rates,  do  they  not? 


-842- 


I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A  Yes,  sir. 

Q  Do  you  know  of  any  study  put  to  change  the  rate  structure  in 
the  sale  of  power  per  state  -- 

A  No,  I  don't  know  of  any. 

Q  --  between  companies? 

A  No,  sir,  I  don't  know  of  any  such  study. 

Q  If  the  current,  rates,  Mr.  O'Connor,  were  raised,  do  you  think 
that  that  would  have  a  depressing  effect  upon  the  sale  of 
power  interstate  between  companies? 

A  It  would  depend  on  the  alternate  forms  of  energy,  what  hap¬ 
pened  to  the  price  of  them. 

Q  Would  you  recall,  Mr.  O'Connor,  a  meeting  of  the  Board  of  the 
Montana  Power  Company  on  June  19,  1973,  in  which  a  presenta¬ 
tion  was  made  by  Robert  Labrie  at  your  request  on  Economic 
Study  No.  4  which  compared  the  various  possibilities  of  the 
ownership  of  coal-fired  facilities  at  Colstrip? 

A  I  have  some  recollection  of  Robert  Labrie ' s  presentation. 

Q  Yes.  He  made  a  written  presentation  at  that  time,  did  he 
not,  sir? 

A  Well,  I  suspect  that  it  was,  yes. 

Q  And  that  presentation  was  made  for  the  benefit  of  the  infor¬ 
mation  of  the  Board  so  that  it  can  conduct  its  decisions  on  a 
accurate  and  well-informed  basis,  isn't  that  right? 

A  Yes,  sir. 

Q  I  beg  your  pardon? 

A  Certainly  that  would  be  the  reason  for  the  presentation. 

HEARINGS  EXAMINER:  What  was  the  date  on  this? 

MR.  SHENKER:  The  meeting  was  June  19,  1973. 
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Q  Mr.  O'Connor,  showing  you  what  has  been  marked  for  identifi¬ 
cation  as  Department's  Exhibit  2  in  connection  with  this 
proceeding,  a  memorandum  of  June  21,  1973,  from  Rob  Stewart 
to  Bob  Labrie  describing  material  presented  to  the  Board  of 
Directors  at  the  meeting  of  June  19,  1973,  have  you  seen  that 
material  previously? 

A  Yes,  I've  seen  that  material. 

MR.  SHENKER:  We'll  offer  Exhibit  2  for  the  Depart¬ 
ment  . 


Q 
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MR.  BELLINGHAM:  No  objection. 

HEARINGS  EXAMINER:  Exhibit  2  is  accepted. 

Now,  Mr.  O'Connor,  with  respect  to  this  material  -- 
MR.  GRAYBILL:  What  is  it? 

MR.  SHENKER:  It's  a  memorandum  of  June  21,  1973, 
from  Rob  Stewart  to  Bob  Labrie  with  attached  materials 
of  the  presentation  made  at  the  Board  meeting  of  June  19, 
1973.  I'm  sorry. 

Do  you  see,  sir,  the  page  in  that  material  entitled  "Peak 
Loads  and  Resources  —  Joint  Ownership"? 

Yes,  sir. 

Now,  that  describes  a  couple  of  different  years.  One  is  1980 
and  the  other  is  1986  with  different  figures  for  firm  peak  load 
and  it  also  shows  30  percent  of  Colstrip  3,  30  percent  of 
Colstrip  4,  a  gas  turbine  and  additional  capacity,  does  it 
not? 

Yes,  sir. 

What's  the  additional  capacity? 

That's  what  would  be  needed  to  furnish  our  loads  and  their  -- 
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And  what  kind  of  a  resource? 

Oh,  we  hadn't  made  up  our  mind  yet. 

Now,  that  kind  of  forecast  showed,  did  it  not,  a  net  surplus 
of  257  megawatts  in  1980  and  148  megawatts  in  1986? 

Yes,  sir. 

And  it  also  forecasted  a  sale  of  50  percent  of  your  surplus 
at  that  time? 

I  would  hope  we  would  be  able  to  sell  that  much  of  it,  at 
least . 

You'd  like  to  sell  it  all,  of  course,  if  you  could? 

Of  course;  I  think  that  was  --  but  that  probably  a  realistic 
estimate . 

Okay.  Then  the  last  page  on  this  particular  exhibit,  Mr. 
O'Connor,  is  another  memorandum  with  the  initials  of  Mr. 
Davenport  and  Mr.  Stewart  dated  June  18,  1973,  entitled 
"Economic  Study  No.  4."  You've,  of  course,  seen  that  with 
the  presentation  that  was  made  at  that  board  meeting? 

Yes,  sir,  I've  seen  this  study  before,  I'm  sure. 

Yes.  With  respect  to  the  700  megawatt  units  that  are  des¬ 
cribed  on  the  earlier  page  which  I  just  pointed  out  to  you, 
you  have,  of  course,  Colstrip  Unit  3  in  1978  with  a  trans¬ 
mission  figure  on  one  side,  and  then  we  have  Colstrip  not 
specifically  designated  but  you  recognize,  do  you  not,  the 
reference  to  30  percent  of  700  megawatt  unit  in  1978? 

I  recognize  that. 

At  that  time,  that  would  have  been  a  Colstrip  3  projection, 
wouldn't  it? 

Yes,  sir. 
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Q  Then  in  1979,  30  percent  of  another  700  megawatt  unit,  that 
would  be  Colstrip  4? 

A  Yes,  sir. 

Q  Then  in  1986,  it  shows  40  percent  of  a  700  megawatt  unit. 
What's  that? 

A  Well,  that's  the  amount  of  power  that  we  would  need  at  that 
time.  In  1986,  40  percent  of  700  megawatt  unit  would  do  it. 
One  280  megawatt  unit  would  do  it.  25  percent  of  a  1,100 
would  do  it. 

Q  Well,  if  you  were  looking  at  a  figure  prepared  on  this  econ¬ 
omic  study  presented  to  the  Board  for  its  deliberation,  40 
percent  of  a  700  megawatt  unit  in  1986,  is  it  your  testimony, 
sir,  that  you  would  have  no  discussion  with  other  partners 
for  taking  the  other  60  percent  of  that  unit? 

A  Yes,  sir.  That's  my  testimony. 

Q  So  I  take  it  then,  Mr.  O'Connor,  that  your  view,  sir,  is 

with  respect  to  the  various  studies  which  we  have  asked  you 
about,  including  those  referred  to  in  Exhibits  1  and  2  for 
the  Department  in  connection  with  this  proceeding,  that  all 
of  those  were  mere  speculations  and  projections  on  the  part 
of  the  staff  of  the  engineering  department  of  the  Company, 
is  that  right? 

A  There  were  speculations  on  the  amount  of  power  that  was  re¬ 
quired  to  meet  the  loads  as  we  projected  them  out  into  that 
period  of  time. 

Q  And  those  projections,  in  fact,  went  into  the  specificity  of 
the  number  of  megawatt  units  and  the  percentage  ownership  of 
those  megawatt  units  still  on  a  speculative  basis,  is  that 
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right? 

A  Yes,  sir.  Yes,  no  plans  have  been  made  to  build  any  700 
megawatt  unit  and  take  40  percent  of  it. 

Q  And  when  you  tell  me  that,  sir,  is  that  on  the  same  basis 
as  Mr.  McElwain  so  represented  to  the  Board  of  Health  and 
Environmental  Sciences  in  January  of  1973? 

A  Mr.  McElwain  represented  in  January  of  1973  that  we  would 
build  Colstrip  --  that  we  were  studying  Colstrip  3  and  4. 

Q  But  no  plans  had  been  made  at  that  time? 

A  Hadn't  been  finalized. 

Q  So,  that's  the  same  kind  of  statement  that  you're  making  to 
me  now  with  respect  to  other  plants,  that  those  plans  have 
not  been  finalized,  is  that  right? 

A  Plans  after  19  --  after  Colstrip  3  and  4  have  not  been  final¬ 
ized  . 

Q  But  you  don't  want  us  to  understand  that  you  don't  have  some 

plans,  it's  just  that  they  have  not  been  finalized  yet? 

A  Oh,  we're  going  to  have  some  plans.  We  don't  have  anything 

that's  definitive,  finished,  but  we  know  that  we're  going  to 
need  some  more  generation  when  we  get  out  into  that  time. 

Q  You  don't  have  any  definitive,  finalized,  finished  plans  but 

you  do  have  some  now,  don't  you? 

A  We  have  some  knowledge  that  we  will  need  some  more  power. 

Q  And  you  have  some  kind  of  sneaking  suspicions  as  to  the  re¬ 

sources  that  you  are  going  to  make  available  for  that  power? 

A  No,  sir. 

MR.  SHENKER:  I  have  no  further  questions  at  this 

time . 
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HEARINGS  EXAMINER:  We'll  adjourn  until  1:30 


(Lunch  recess  at  12:00) 
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(Following  the  lunch  recess,  the  hearing  reconvened  at  1:30  P.M. 

on  May  27 ,  1975 . ) 

HEARINGS  EXAMINER:  We  will  go  on  the  record. 

Before  we  proceed,  I  think  Mr.  Bellingham  has  some 
exhibits  he  wants  to  serve  at  this  time. 

MR.  BELLINGHAM:  I  would  like  to  have  the  record 
show,  if  I  might,  that  a  substitute  Applicants'  Exhibit 
17-A,  labeled  "Units  3  &  4"  and  "500  kv  Transmission 
Imbedded  and  Cancellation  Costs"  is  being  served  upon 
opposing  counsel  in  lieu  of  Applicants'  Exhibit  17-A 
heretofore  served  upon  them. 

HEARINGS  EXAMINER:  Mr.  Meloy  will  now  have  his 
Re-Cross-Examination  on  behalf  of  the  Northern  Cheyenne 
Tribe,  Inc. 

MR.  SHENKER:  Mr.  Davis,  there  is  just  one  question 
that  I  had  omitted  that  I  would  like  to  ask  Mr.  O'Connor 
if  I  might  have  the  opportunity. 

HEARINGS  EXAMINER:  Certainly.  Why  don't  you  ask 
him  now?  Is  that  agreeable,  Mr.  Meloy? 

MR.  MELOY:  Fine. 

Continuation  of  Re-Cross-Examination  of  Mr,  O'Connor  by  Montana 

Department  of  Natural  Resources 

* 

By  Mr.  Shenker: 

Q  Mr.  O'Connor,  were  you  aware  of  the  fact,  sir,  that  on  Decem¬ 
ber  2nd,  1974,  your  contractor  for  the  Colstrip  Units,  Bechtel, 
knew  that  the  project  had  been  delayed  but  could  not  be 
authorized  to  make  that  known  to  others? 
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A 


Q 


A 


Q 

A 

Q 

A 

Q 

A 


Oh,  I  think  that  Bechtel  felt  that  they  knew  all  along  that 
they'd  like  to  have  more  time.  All  of  us  would  have  had. 

I  don't  know  at  what  date  Bechtel  decided  that  it  could  not 
be  done,  and  I  know  that  we  had  resisted  Bechtel  wanting  to 
develop  a  longer  construction  schedule  than  they  had,  but 
I  couldn't  tell  you  what  date  they  decided  it  couldn't  be 
done . 

Did  you  not  know,  sir,  that  by  the  end  of  the  last  year 
representatives  of  the  Montana  Power  Company  had  instructed 
Bechtel  that  the  project  would  be  delayed,  and  therefore 
Bechtel  should  minimize  costs  until  the  permit  situation  was 
firmed  up  in  October  of  1975? 

Well,  I'm  sure  that  there  was  a  —  I  can't  testify  exactly  to 
the  date,  but  there  was  a  date  when  Bechtel  was  told  to 
minimize  costs  and  it  could  very  well  have  been  the  ]ast  part 
of  December. 

Including  the  instruction  that  until  the  permit  situation  was 
cleared  up  in  October  of  '75? 

I  don't  have  any  idea  about  that  part  of  it.  I  hadn't  heard 
that  we  had  zeroed  in  October  of  1975. 

But  you  knew  that  that  was  the  time  until  that  you  would  ex¬ 
pect  the  permit  to  be  delayed? 

No,  I  didn't  know  that.  I  would  hope  that  it  would  not  be 
that  long. 

Did  you  further  know  in  December  of  1974  that  Bechtel  was 
instructed  to  suspend  inspection  effort  on  the  Colstrip  3  &  4 
project  and  to  delay  all  workers? 

Well,  I  knew  that  they  were  told  to  minimize  the  costs,  a nd  I 
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Q 


presume  it  included  that  instruction.  We  were  trying  to 
minimize  the  costs  during  these  proceedings. 

And  the  instruction  included  the  avoidance  of  any  further 
accrual  of  some  costs  at  that  time? 


A  I  would  hope  so,  yes. 

Q  And  as  of  that  time,  of  course,  Bechtel  was  put  on  a  "hold" 
or  "wait-and-see"  basis  until  you  gave  them  further  instruc¬ 
tions  whether  they  should  proceed  with  Colstrip  3  &  4? 

A  That's  basically  our  understanding. 

MR.  SHENKER:  No  further  questions;  thank  you. 
HEARINGS  EXAMINER:  You  may  proceed,  Mr.  Meloy. 


Re-Cross-Examination  of  Mr.  O'Connor  by  Northern  Cheyenne  Tribe, 
By  Mr,  Meloy: 

Q  Mr.  O'Connor,  I  was  fairly  well  satisfied  with  the  cross- 
examination  that  I  had  previously  of  you;  however,  several 
facts  have  been  told  us  since  that  time  on  redirect  by  Mr. 
Bellingham,  and  I  would  like  to  inquire  of  those  facts  with 
you.  My  questions,  however,  are  going  to  be  relatively  short 
You  will  recall  on  my  cross-examination  that  I  asked  of  you 
whether  you  had  had  any  discussions  with  Mr.  Allen  Rowland 
subsequent  to  the  decision  to  build  plants  at  Colstrip,  and 
you  said  "No,"  and  I  inquired  of  you  about  that,  because  I 
I  was  interested  in  knowing  what  contacts  The  Montana  Power 
Company  had  had  with  people  who  might  be  impacted  by  that 
decision.  On  redirect,  Mr.  Bellingham  asked  you  a  question 
which  you  responded  to  that  you  had  had  a  meeting  —  you  had 
been  involved  in  a  meeting  with  Mr.  Rowland  in  1970.  Is  that 
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correct? 


A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 


Q 

A 

Q 

A 


Q 

A 

Q 

A 

Q 


Yes . 

When  in  1970  did  you  have  that  meeting? 

Well,  sometime  during  the  summer  —  July  or  August. 

Of  1970? 

Yes . 

Where  exactly  was  that  meeting? 

In  Hardin. 

Where  in  Hardin? 

Some  offices  were  provided  by  the  Economic  Development  Counci 
and  I  can't  tell  you  exactly  in  what  building  they  were 
located,  but  they  provided  the  office  space  in  which  we  had 
that  meeting. 

I  take  it,  then,  that  it  was  the  Economic  Development  --  what 
was  that  again? 

It  was  an  Economic  Development  group  in  which  both  tribes  wer 
participating,  both  the  Crows  and  the  Cheyennes. 

You  mentioned  a  Mr.  Raines? 

Yes,  a  fellow  who  apparently  was  the  paid  director  or  officer 
of  the  Economic  Development  group  —  a  fellow  names  Gus 
Raines,  I  believe.  The  "Gus"  was  a  nickname,  however. 

This  meeting  was  called  at  the  request  of  Mr.  Raines,  is  that 
right? 

Mr.  Raines  and  apparently  the  two  tribes,  because  representa¬ 
tives  of  both  Tribal  Councils  were  present. 

But  as  far  as  you  know,  the  meeting  was  called  by  Mr.  Raines? 
Yes,  he  was  the  one  that  invited  us. 

Mr.  Raines  was  a  Crow? 
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A 

Q 

A 

Q 

A 


Q 

A 


Q 

A 

Q 

A 


That  was  my  understanding.  Mr.  Raines  was  a  Crow  Indian. 

Can  you  tell  me  who  was  in  attendance  at  that  meeting? 

Well,  I'm  not  sure  that  I  can  remember  all  of  the  people,  but 
I  remember  there  were  —  Edison  Realbird  was  there;  a  Mrs. 
Peeves, who  was  a  member  of  the  Tribal  Council  — 

Which  Tribal  Council? 

Crow;  there  was  one  other  member  of  the  Crow  Council,  too. 
There  were  three  people  there  from  the  Crow  Tribal  Council. 
Mr.  Raines  was  there;  Allen  Rowland  was  there;  a  member  of 
the  Cheyenne  Council  named  Burns;  Bill  Christiansen  was 
there,  he  was  then  a  member  of  the  Legislature,  the  present 
Lieutenant  Governor  -- 

Who  was  representing  the  Power  Company  besides  yourself? 

Bob  Labrie  and  I  were  together,  and  there  was  a  person  there 
representing  the  City  Council  or  the  community  of  Hardin, 
whose  name  I  don't  recall. 

Mr.  Burn  was  a  member  of  the  Northern  Cheyenne  Tribe? 

Burns  —  Burns,  was  my  understanding.  He  and  Mr.  Rowland 
were  representing  the  Cheyenne  Council. 

Were  any  minutes  kept  of  that  meeting? 

I  suspect  that  there  were  some  minutes  kept  of  it,  both  by  us 
and  by  --  but  I  can't  swear  that  there  were.  I  know  that  — 

I  suspect  that  the  Economic  Development  group  kept  minutes. 

MR.  MELOY :  Is  it  proper  at  this  time  for  me  to  ask 
the  counsel  for  the  applicants  to  provide  me  with  a  copy 
of  the  minutes  kept  by  the  Montana  Power  Company? 

MR.  BELLINGHAM:  We  will;  if  they  are  available,  we 

will. 
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HEARINGS  EXAMINER:  It's  proper. 


Q 

A 

Q 

A 


Q 


A 


Mr.  O'Connor,  what  exactly  was  said  with  regard  to  steam  — 
coal-fired  steam  generating  stations?  What  was  said  at  that 
meeting,  in  summary? 

Basically,  the  Indians  were  trying,  of  course,  to  get  some 
development  on  the  reservations  and  they  were  pointing  out 
that  they  had  water  supplies.  In  fact,  — 

Just  a  moment,  Mr.  O'Connor.  Will  you  please  tell  me  for  the 
record  who  was  pointing  out  these  things,  specifically? 

I  think  Mr.  Raines  did  most  of  the  talking,  although  the 
water  supply  situation  on  the  Crow  Indian  Reservation  was 
presented  largely  by  Mrs.  Peeves,  who  said  she  had  gotten 
this  information,  most  of  it,  from  the  Bureau  of  Reclamation. 
Mr.  Raines  pointed  out  that  Crows  and  Cheyennes  both  had 
lots  of  coal  on  their  reservations,  that  they  were  anxious 
to  get  some  economic  development,  that  they  were  eligible 
for  certain  kinds  of  assistances  that  other  people  were  not, 
particularly  as  with  respect  to  area  redevelopment  funds,  or 
economic  redevelopment  funds. 

We  are  concerned  here  with  discussions  that  you  may  have  had 
with  Mr.  Rowland.  Did  he  tell  you  that  he  had  coal  that  he 
might  be  interested  in  developing? 

Mr.  Rowland  or  Mr.  Burns,  as  I  recall  it,  had  —  there  was 
very  little  participation  by  them  in  the  meeting  while  it  was 
being  held  in  this  hall.  After  we  left  there,  Mr.  Rowland 
and  Mr.  Burns  told  us  that  they  would  present  their  own  propos 
ition  for  development.  They  pointed  out  that  they  had  some 
water  that  belonged  to  their  tribe  in  the  Tongue  River,  that 
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they  had  a  good  reservoir  site  where  more  water  could  be 
developed  and  stored,  and  that  there  was  coal  available. 

They  didn't  tell  us  they  had  coal. 

Q  And  when  you're  speaking  of  "they,"  you're  talking  about 
Mr.  Rowland  and  Mr.  Burns? 

A  I  am  talking  about  the  Cheyenne  Tribe. 

Q  You  had  conversations  subsequent  to  this  meeting  with  either 
Mr.  Rowland  or  Mr.  Burns,  did  you  not? 

A  Yes,  Mr.  Burns  seemed  to  be  doing  most  of  the  talking  then. 

Q  Again,  I  ask  you,  because  I  really  didn't  get  an  answer. 

Did  Mr.  Rowland  tell  you  that  he  was  interested  in  building 
power  plants  on  the  reservation? 

A  He  didn't  say  that  they  were  interested  in  building  power 
plants.  They  said  they  would  submit  their  own  proposals 
to  us,  and  power  plants  were  what  we  were  talking  about.  Now, 
they  never  did  submit  it,  but  they  told  us  that  they  would 
submit  their  proposal  separate  from  the  presentation  made  by 
Raines  and  the  others. 

Q  And  they  never  did  tell  you  that  they  were  interested  in 
building  power  plants  on  the  reservation?  Is  that  right? 

A  That  was  the  subject  of  the  conversation  —  power  plants. 

Q  Then  I  take  it  they  did  tell  you? 

A  That  was  the  inference  they  left,  that  they  were  talking  about| 
power  plants. 

Q  They  did  not  directly  say  that,  did  they? 

A  No,  I  can't  tell  you  whether  or  not  they  did  or  did  not  say 
that,  but  we  were  talking  about  power  plants.  They  said  they 
would  present  their  own  proposal  which  might  apparently  differ 
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from  the  one  made  by  Mr.  Raines,  and  that  was  where  it  was 
left.  They  did  tell  us  that  they  had  water  and  coal  avail¬ 
able,  and  we  had  to  assume  this  had  to  do  with  power  plants. 

Q  Were  you  aware  at  that  time  that  the  Northern  Cheyenne  didn't  | 
own  any  coal? 

A  I  don't  know  whether  they  own  coal  or  not. 

Q  Do  you  know  whether  they  do  now? 

A  I  don't  know  whether  or  not  they  own  any  coal.  From  what 
I  read  in  the  paper,  they  apparently  feel  that  they  own 
considerable  coal. 

Q  Would  you  explain  what  you  mean  by  what  you  read  in  the  paper" 

A  Well,  I  understand  that  they're  having  some  problems  with 

the  Peabody  Coal  Company  over  some  coal  leases.  I  assume  the; 
have  some  claim  on  the  coal  on  the  Cheyenne  Indian  Reservatioi 

Q  Isn't  it  a  fact  that  the  Northern  Cheyenne  at  the  time  you 
had  the  discussion  didn't  have  rights  to  that  coal;  in  fact, 
right  now  they're  involved  in  trying  to  regain  control  of  tha- 
coal? 

A  I  don't  know.  I  don't  represent  the  Cheyenne.  I'm  not  well 
acquainted  with  their  coal  problems. 

Q  I  have  in  my  notes  that  Mr.  Burns  offered  that  he  had  lots 
of  water  and  lots  of  coal  —  in  that  context,  would  you 
explain  to  us  his  offer? 

A  He  said  that  the  Cheyenne  owned  water  in  the  Tongue  River; 

that  this  belonged  to  the  Tribe;  that  they  had  a  storage  site 
where  water  could  be  impounded  or  developed;  and  I  don't  think| 
he  said  they  had  coal.  He  said  there  was  coal  available, 
and  that  they  would  submit  their  own  proposal  to  us  for 
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development  there. 

Q  And  you  considered  that  as  being  an  offer  by  Mr.  Burns  to 

the  Montana  Power  Company  for  the  use  of  at  least  water,  is 
that  right? 

A  Yes,  I  think  that  is  the  way  we  assumed  that;  that  they  would 

make  a  proposal  which  would  contemplate  the  use  of  that  water 

Now,  he  didn't  make  it,  you  understand,  and  I  want  that 

clear;  that  these  people  never  did  make  a  proposal.  They 
simply  said  that  they  would  make  their  own  proposal. 

Q  Do  you  have  an  opinion  as  to  why  they  didn't  make  an  offer? 

A  No ,  I  have  no  idea  why  not. 

Q  At  the  outset  of  the  redirect,  Mr.  Bellingham  inquired  of  you 
to  give  the  record  a  summary  of  what  the  Siting  Act  was 
supposed  to  do.  In  my  notes  your  answer  was  that  the  philoso¬ 
phy  behind  the  Act  was  to  assure  the  facility  would  be  built 
in  places  where  such  a  plant  would  be  socially  most  acceptabli 
Is  that  your  explanation? 

A  I  think  that  was  one  of  the  purposes  of  the  Act.  Not  the 

sole  purpose,  I  think  that's  one  of  the  answers  that  I  gave, 
one  of  the  reasons  that  I  gave,  as  it  was  my  understanding 
of  the  reason  for  the  Act. 

Q  Mr.  O'Connor,  you  didn't  give  any  other  reasons.  You  said  th< 
philosophy  behind  the  Act  was  to  assure  that  a  facility  would 
be  built  in  places  where  such  a  plant  would  be  socially  most 
acceptable.  Are  there  other  philosophical  bases  for  the 
Act? 

A  I  don't  know  about  philosophical,  but  one  of  the  things  set 

forth  in  the  Act  is  that  the  plant  must  be  needed.  There  mustl 
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be  a  need  for  the  plant. 

Your  testimony,  however,  was  that  the  facility  should  be 
built  in  a  place  that  would  be  most  socially  acceptable,  is 
that  right? 

I  think  that  was  one  of  the  reasons  I  gave.  I  doubt  that 
that  was  the  only  one. 

When  you  answered  the  question  of  Mr.  Shenker  you  indicated 
the  willingness  of  The  Montana  Power  Company, as  one  of  the 
applicants,  to  comply  with  the  Siting  Act,  isn't  that  right? 
Certainly;  we  don't  have  a  choice,  but  we  are  willing  to  do  sc 
And  when  you  applied  for  site  permits  under  this  Siting  Act 
you  were  convinced  that  the  plant  at  Colstrip  was  consistent 
with  one  of  the  philosophies  behind  the  Siting  Act,  that  that 
plant  would  be  at  —  that  the  site  where  that  plant  was 
proposed  to  be  would  be  the  most  socially  acceptable  site? 

I  think  that  that  was  a  part  of  our  reasoning. 

And  in  fact,  in  answer  to  another  of  Mr.  Shenker ' s  questions, 
perhaps  it  was  on  direct,  you  indicated  that  the  reason  the 
plant  was  not  proposed  to  be  built  at  Billings  was  become  of 
some  social  problems  in  Billings? 

There  were  some  social  problems  at  Billings,  but  — 

What  kinds  of  social  problems  at  Billings? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it 
is  repetitious,  redundant;  we've  gone  over  this  two  or 
three  times,  I  believe,  already. 

MR.  MELOY:  I  don't  think,  Mr.  Hearings  Examiner, 
that  Mr.  O'Connor  has  elaborated  on  what  he  means  by 
social  problems,  and  I  think  his  testimony  indicated  at 
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the  outset  that  that  is  why  — 

HEARINGS  EXAMINER:  Overruled.  You  may  answer. 

I  am  sure  the  answer  will  take  less  time  than  the  argument 
Well,  certainly  at  Billings  there  was,  before  we  ever  built 
any  plants,  or  before  we  ever  considered  building  an  addition^ 
plant,  some  concern  about  air  quality  in  that  area.  This  is 
a  social  problem,  unquestionably.  The  addition  of  another 
plant  —  and  we,  frankly,  were  having  some  trouble  with  the 
flue  gas  treatment  equipment  on  the  Billings  plant  —  all  of 
this  added  up  to  having  problems  there  that  might  not  be 
in  existence  where  there  weren't  three  refineries  and  some 
stockyards  and  a  couple  of  other  power  plants.  This  was  a 
problem  at  Billings  that  didn't  exist  in  other  areas.  Mr. 
Shenker  has  mentioned  the  newspaper.  The  newspaper  was  active 
in  this;  there  was  a  lot  of  talk  about  this  in  the  newspaper 
and  by  the  public.  These  are  social  problems.  The  whole 
society  down  there,  a  great  part  of  it,  was  interested. 

And  the  site  at  Colstrip  is  socially  acceptable,  in  your 
estimation? 

In  our  estimation  the  site  at  Colstrip  is  socially  acceptable. 
Is  it  socially  acceptable  to  the  Northern  Cheyenne? 

MR.  BELLINGHAM:  To  which  we  object  on  the  grounds 
that  it's  speculative  and  calls  for  a  conclusion,  con¬ 
jectural  . 

HEARINGS  EXAMINER:  Overruled.  He  can  ask  if  he 
wants  if  it's  socially  acceptable  to  the  Northern  Cheyennp 
I  suspect  it's  socially  acceptable  to  some  of  those  fellows 
who  have  got  a  pretty  good  job  down  there. 
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Q  But  it's  only  socially  acceptable  to  people  who  have  jobs 
at  Colstrip,  is  that  right? 

A  I  don't  know.  I  am  sure  that  it  is  not  100%  unanimously, 
socially  unacceptable  to  the  Cheyennes,  either. 

Q  What  do  you  know  about  the  Northern  Cheyenne  society,  Mr. 
O'Connor? 

A  What  do  I  know  about  their  society? 

Q  Yes. 

A  Oh,  I'm  not  an  authority  on  the  Northern  Cheyenne  Indian 

society,  but  I  have  spent  my  entire  lifetime  relatively  close 
to  those  people,  as  far  as  geographical  proximity  is  concerned. 
I  have  had  considerable  visits  on  the  reservation.  I  have 

had  acquaintances  with  many  of  those  people. 

« 

Q  I  didn't  say  how  you  came  about  your  knowledge;  I  want  to 
know  what  your  knowledge  is  about  the  Northern  Cheyenne 
society. 

You  didn't  ask  me  about  my  knowledge.  You  asked  me  about  my 
opinion . 

Q  What  is  your  knowledge  about  the  Northern  Cheyenne  society, 

Mr.  O'Connor? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it's 
incompetent,  immaterial  and  speculative. 

HEARINGS  EXAMINER:  Sustained. 

Q  You  answered  on  my  cross-examination  that  you  instructed  no 
one  to  determine  the  impact  of  the  proposed  plants  on  the 
Northern  Cheyenne  Reservation.  Do  you  remember  that  question?! 
You  did  not  ask  anybody  to  do  that.  You  also  answered  my 
question  with  regard  to  any  studies  that  you  knew  about  —  youb 
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answer  was  that  you  didn't  know  of  any  studies.  My  question 
is,  therefore,  how  do  you  know  the  plants  are  going  to  be 
socially  acceptable  to  the  Northern  Cheyenne? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it's 
argumentative,  incompetent  and  immaterial. 

HEARINGS  EXAMINER:  Overruled.  You  may  answer. 

A  Well,  I  can't  tell  you  that  I  know  that  the  plants  are  going 
to  be  socially  acceptable  to  the  Cheyennes,  and  I  didn't  say 
that  I  knew.  You  asked  me  what  my  opinion  was  of  the  attitude 
of  the  Cheyennes,  and  I  said  I  presumed  that  some  of  those 
people  found  it  socially  acceptable.  Likewise,  I  would  assume 
there  are  some  who  do  not. 

Q  Those  are  based  on  your  own  assumptions,  though,  right? 

A  Most  of  my  opinions  are  based  on  my  own  assumptions. 

Q  The  fact  is  that  Montana  Power  Company,  as  one  of  the  appli¬ 
cants  in  this  proceeding,  does  not  know  what  the  social 
impact  of  those  two  plants  will  be  on  the  Northern  Cheyenne 
Reservation? 

A  Well,  if  we  do  not  know,  the  Department  of  Natural  Resources 
have  not  fulfilled  their  assignment  under  the  Act.  They  are 
supposed  to  make  these  social  studies. 

Q  Mr.  O'Connor,  you  testified  that  you  had  made  determinations 
that  the  plant  at  Colstrip  was  the  most  socially  acceptable 
site,  because  you  intended  to  comply  with  the  law.  Are  you 
telling  us  now  that  this  is  not  one  of  the  determinations 
that  you  should  make  before  you  submit  your  application  to 
the  Department  of  Natural  Resources? 

A  No,  sir.  That's  the  purpose  of  the  application  and  the 
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determinations  that  follow  it.  All  of  these  determinations 
do  not  need  to  be  made  and  set  in  cement  before  you  file 
your  application. 

Q  Do  you  think  the  Northern  Cheyenne  will  be  impacted  by  Col- 
strip  Units  3  &  4? 

A  Not  very  much,  no. 

MR.  MELOY :  May  I  have  a  "yes"  or  "no"  answer  to 
that  question,  please,  Mr.  Hearings  Examiner? 

HEARINGS  EXAMINER:  I  think  he  can  answer  and 
explain  his  answer.  He  said  "Not  very  much." 

Q  I  take  it  the  answer  to  that  question  is  "yes,"  then? 

A  I  don't  believe  —  they  won't  have  —  you  asked  my  opinion 

if  there  would  be  any  impact,  and  I  said  not  very  much. 

Q  Then  I  take  it  the  answer  to  that  is  "yes,"  but  "not  very 

much."  i 

A  You  take  it  as  you  please.  You've  got  my  answer. 

MR.  MELOY:  Mr.  Hearings  Examiner,  may  I  have  a 
"yes"  or  "no"  answer  from  the  witness,  please? 

HEARINGS  EXAMINER:  I  don't  think  it ' s  a  required 
"yes"  or  "no."  He  can  explain  his  answer,  and  it  goes 
in  the  record. 

Q  How  many  Northern  Cheyenne  have  jobs  at  Colstrip? 

A  I  can't  tell  you.  I  think  it  varies  from  time  to  time,  anyway 

Q  Can  you  give  us  an  approximate  number? 

A  No,  I  don't  have  any  approximate  number.  It's  something  I'd 
have  to  guess  at,  and  a  guess  would  not  be  very  material  to 
what  we're  trying  to  get  here  in  the  way  of  evidence. 

MR.  MELOY:  I  have  no  further  questions,  Mr.  Hearing 
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Examiner . 


HEARINGS  EXAMINER:  Mr.  Graybill,  any  re-cross  of 
Mr.  O'Connor,  on  behalf  of  the  Northern  Plains  Resource 
Council? 

Re-Cross-Examination  of  Mr.  O'Connor 

By  the  Northern  Plains  Resource  Council 

By  Mr.  Graybill: 

Q  Mr.  O'Connor,  I  want  to  ask  you  a  few  more  questions  about 
the  Western  Energy  Company.  The  other  day  I  asked  if  you 
could  find  out  for  me  the  price  that  Montana  Power  paid  for 
the  Colstrip  mines  which  were  eventually  placed  in  the  corpor¬ 
ate  structure  of  the  Western  Energy  Company.  Have  you  been 
able  to  find  that  out  for  me? 

A  No,  I  haven't,  Mr.  Graybill,  and  I  apologize  for  that,  because 
there  has  been  intervening  time  that  1  could  have  gotten  that. 
I'll  get  it  and  submit  it  to  the  counsel  and  have  him  submit 
it  to  you. 

Q  Do  you  know  what  the  estimates  are  for  the  amount  of  coal 
that  Montana  Power  and  Western  Energy  own  at  Colstrip? 

A  How  much  coal  we  have  under  our  control  a  t  Colstrip? 

Q  Yes. 

A  I  think  that  in  the  McKay  seam  that  there  is  in  the  neighbor¬ 
hood  of  800  million  tons  of  coal.  I  beg  your  pardon,  in  the 
Rosebud  seam. 

Q  800  million  tons? 

A  Yes,  sir. 

Q  Did  I  understand  from  your  cross-examination  by  Mr.  Shenker 
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this  morning  that  in  addition  to  Colstrip  you  have  a  lot  of 
other  coal  in  southeastern  Montana  under  Company  control? 

A  We  have  leases  and  prospecting  permits  on  substantial  areas 
in  Fallon  County  — 

Q  Can  you  list  some  of  those  for  me?  I  just  want  an  idea  of 

how  much  coal  you've  got,  either  owned  or  leased  or  available 
to  you. 

A  I  suspect  that  —  really,  we  haven't  done  enough  drilling  to 
know  whether  or  not  we  would  keep  all  of  those  leases,  and 
we  don't  have  enough  drilling  done  so  that  we  would  be  able 
to  clearly  delineate  the  amounts  of  coal  that  are  in  some 
of  these  deposits.  We  have  about  225  millions  tons  —  some¬ 
where  between  200  million  and  250  million  tons  of  coal  in 
the  Pine  Hills  area  out  of  Miles  City;  we  estimate  --  and  I 
want  it  clearly  understood  that  it's  estimated  --  that  there 
might  be  500  million  tons  of  coal  available  in  the  other 
prospecting  permits  and  leases  that  we  hold.  We  have  some 
coal  in  Wyoming,  not  a  great  deal. 

Q  So  about  1,500,000,000  tons  of  coal  the  company  has  either 
under  ownership  or  possible  lease? 

A  I  think  that's  a  fair  statement;  yes,  sir. 

And  is  all  of  this  operative  through  the  Western  Energy 
Company? 

A  All  of  it  is  held  in  Western  Energy  Company's  name,  except 
the  coal  in  Wyoming. 

Q  What's  it  held  under? 

A  Northwest  Resources,  and  that  is  because  we  could  not  get  the 

name  "Western  Energy  Company"  in  records  in  Wyoming.  There 
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was  another  name  too  close  to  that,  and  we  had  to  create  a 
division  of  Western  Energy  Company. 

Q  Northwest  Resources  Company? 

A  Yes . 


Q  That's  the  Wyoming  company? 

A  Yes,  sir. 

Q  Are  its  assets  operated,  however,  as  a  part  of  or  with 
Western  Energy  Company? 

A  Yes,  sir.  It's  a  division  of  Western  Energy  Company  and 
operated  as  Western  Energy,  in  fact. 

Q  Does  the  Western  Energy  Company  have  a  separate  financial 
statement  from  the  consolidated  financial  statement? 

A  I'm  sure  that  they  do.  Western  Energy  Company  is  financed 
separately  from  Montana  Power  Company,  and  while  they  are 
a  part  of  the  consolidated  statement,  I'm  sure  they  do  have 
a  separate  financial  statement. 

Q  Could  you  secure  for  me  a  copy  of  their  annual  reports  for  the| 
last  2  or  3  years? 

A  I  can  secure  for  you  whatever  reports  we  have.  I  suspect 
that  would  include  annual  reports. 

Q  Will  you  do  that  for  me? 

A  I'd  be  glad  to. 

MR.  BELLINGHAM:  What  company  is  that? 

MR.  GRAYBILL:  Western  Energy  Company  —  financial 
statements . 

Q  Mr.  O'Connor,  let's  switch  a  minute  to  talking  about  some  of  t}ie 
uses  for  the  Colstrip  coal,  because  I'm  not  sure  I  understood 
everything  that  you  said  about  it  the  other  day.  I  am  looking 
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for  the  place  in  my  notes  where  in  answer  to  a  question  of 
Mr.  Shenker  you  said  that  the  ton  mile  costs  of  hauling  coal 
on  the  railroad  grew  higher  as  you  went  west.  I  don't  under¬ 
stand  that,  and  I  would  like  an  explanation  of  that,  if  that's; 
what  you  meant. 

A  I  don't  think  that  actually  going  west  is  what  I  meant  to 

imply  made  it  higher.  The  fact  that,  starting  from  Colstrip, 
there  are  several  mountain  ranges  that  must  be  crossed  --  one, 
two,  or  three,  or  more,  depending  on  how  far  west  you  go  — 
had  some  influence  on  what  it  costs  to  get  coal  hauled, 
because  in  our  experience,  when  we  did  have  some  quotations 
from  Burlington-Northern  about  hauling  coal  to  Livingston, 
or  hauling  coal  to  Three  Forks,  on  a  ton  mile  basis  they 
wanted  more  money  for  hauling  coal  to  Three  Forks  than  they 
did  Livingston,  and  it  was  explained  to  us  on  the  basis 
that  it  required  more  power  to  haul  the  coal  to  Three  Forks 
because  of  the  Bozeman  Hill,  the  grade  —  the  Bozeman  Pass, 
and  that  this  power  had  to  be  added  into  the  cost  of  hauling 
the  coal,  and  it  was  in  addition  to  the  regular  assumed  ton 
mile  cost. 

Q  Oh,  now,  that  makes  more  sense  to  me.  You  certainly  didn't 
mean,  then,  did  you,  that  the  ton  mile,  which  is  a  rate, 
tended  to  go  up  as  you  went  west? 

A  I  don't  think  the  direction  you  go  has  really  much  to  do  with 
it,  if  you're  all  going  on  a  level  every  direction  you  went, 
but  I  think  whether  it's  downhill  or  uphill  does  have  somethin j 
to  do  with  it. 

Q  Well,  you  did  make  that  statement,  "the  ton  mile  rate  went  up 
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as  you  went  west,"  and  I  couldn't  understand  that,  and  I  take 
it  that  you  now  want  to  amend  that  to  say  that  it  might  cost 
more  to  move  coal  west,  but  it  certainly  is  not  that  the  rate 
is  actually  accelerating  as  a  rate? 

A  Whether  it's  the  rate,  it  costs  more  on  a  ton  mile  basis. 

In  fact,  when  we  first  started  talking  about  hauling  coal, 
my  recollections  are  that  on  a  ton  mile  basis  it  was  .3  of 
a  cent  more,  on  a  ton  mile  basis,  to  go  to  Three  Forks  than 
it  was  to  go  to  Livingston. 

Q  In  other  words,  because  the  ton  mile  rate  might  be  higher  if 
the  train  is  going  uphill? 

A  Yes . 

Q  All  right.  Now,  you  and  I  would  agree,  however,  that  three 
transcontinental  railroads  have  run  through  Montana  and  over 
the  mountains  for  all  of  your  and  my  life,  isn't  that  right? 

A  That's  true. 

Q  So  really,  it  isn't  impossible  to  haul  coal  west,  any  more 
than  it  is  to  haul  automobiles.  You're  familiar,  I'm  sure, 

Mr.  O'Connor,  that  a  great  deal  of  Montana's  grain  now  moves 
west  by  rail  car  to  Portland? 

A  It's  entirely  possible  to  haul  things  west. 

Q  And  I'm  sure  that  you  would  agree  with  me  that  a  ton  of  grain 
hauls  about  as  easily  west  as  a  ton  of  coal,  isn't  that  right? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it's 
incompetent,  immaterial  and  calls  for  a  conclusion. 

HEARINGS  EXAMINER:  Overruled.  You  may  answer. 

A  I  don't  know.  I  suppose  as  far  as  the  weight  is  concerned 
that  one  would  haul  just  as  easily  as  the  other,  but  there 
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might  be  a  different  problem  in  hauling  that. 

I'll  ask  a  question  to  which  that  last  objection  might  be 
sustained  --  a  ton  of  feathers  would  be  as  easy  to  haul  as 
a  ton  of  coal,  wouldn't  it? 

As  far  as  weight  is  concerned. 

Right.  Okay,  so  you  didn't  find  that  it  was  impossible  to 
haul  coal  west,  did  you? 

Oh,  no,  sir.  No,  there  was  no  suggestion  that  it  was  impos¬ 
sible  . 

So  you  didn't  want  the  record  to  indicate  that  you  thought 
hauling  coal  wast  was  unfeasible,  did  you? 

Oh,  it  might  be  unfeasible. 

Well,  do  you  think  it's  unfeasible  to  haul  coal  west? 

I  think  it  might  be  economically  unfeasible. 

And  purely  because  of  the  freight  rate? 

Pardon? 

And  this  is  because  of  the  freight  rate,  or  are  there  other 
economic  factors? 

Oh,  I  think  there  are  other  economic  values  when  you  compare 
it  with  someone  else's  coal. 

Now,  that  brings  me  to  the  next  thing  I  want  to  talk  with 
you  about,  and  that's  what  attempts  have  you  really  made  to 
sell  coal  to  the  west? 

We  haven't  made  any  attempts  to  sell  coal  to  the  west  out  of 
Colstrip,  because  if  all  the  present  letters  of  intent  and 
commitments  that  we  have  out  of  Colstrip  are  kept,  we  would 
like  to  hold  whatever  reserves  remain  there  for  the  future 
use  of  Montana  Power  Company. 
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Q  Now,  that  certainly  isn't  the  impression  that  you  left  the 
other  day  when  you  talked  about  the  difficulty  of  selling  — 
of  competing  with  other  coal  at  a  plant  that  I  believe 
Puget  Sound  was  building.  Wasn't  that  the  one? 

A  Puget  Sound  isn't  building  any  plant.  I  think  Portland 

General  Electric  plans  to  build  a  plant  on  the  Columbia  -- 
somewhere  in  the  Columbia  River  area  —  as  a  substitute  for 
what  was  known  as  the  Boardman  Plant.  I  think  it's  got  a 
new  name  now. 

Q  And  you  said  that  you  had  not  bid  on  that  because  it  was 

uncompetitive.  The  fact  of  the  matter  is  that  it  was  uncom¬ 
petitive  because  they  have  other  sources  of  coal  better  than 
Colstrip,  don't  they? 

A  Well,  that  renders  us  uncompetitive. 

Q  Pardon? 

A  We  can't  bid  in  a  market  where  they're  trying  to  get  coal 

at  less  than  h  of  1%.  We  would  not  be  competitive  with  coal 
3/4  of  1%.  We  just  aren't  competitive. 

Q  What  are  you  talking  about? 

A  Sulfur  content. 

Q  Well,  if  you  feel  that  you  can  burn  it  at  Colstrip,  you  ought 
to  be  able  to  burn  it  at  Portland. 

A  They  can.  They  can  burn  it. 

Q  Why  do  you  have  to  have  it  with  a  lower  per  cent  sulfur? 

A  They  tell  us  they  can  get  it  with  a  low  enough  per  cent  of 

sulfur  that  they  could  build  generating  plants  without  using 
scrubbers,  which  would  save  them  millions  of  dollars  in 
construction  costs,  so  they  were  looking  for  coal  with  a  low 
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sulfur  content. 

Q  Without  the  use  of  any  scrubbers? 

A  Without  the  use  of  scrubbers.  I  am  sure  that  they  would  use 

electrostatic  precipitators,  but  not  scrubbers,  for  the 
purpose  of  taking  out  sulfur. 

Q  I  see,  in  other  words  the  reason  that  they  wanted  this  coal 
with  a  lower  sulfur  content  was  to  meet  their  environmental 
problem  over  there? 

Without  installing  scrubbers. 

Without  installing  scrubbers. 

For  a  savings  of  several  million  dollars  that  it  would  cost 
for  scrubbers. 

Were  they  going  to  end  up  with  as  clean  a  plant  as  the  Colstri)p 
project? 

I  can't  tell  you  for  sure  what  the  sulfur  emissions  would  be 
on  a  plant  without  scrubbers  using  low  sulfur  coal,  the  kind 
of  sulfur  content  that  they  will  have  in  their  coal,  as 
compared  to  Colstrip  with  scrubbers.  I  just  can't  tell  you 
what  that  would  be. 

But  apparently  they  found  other  coal  available,  is  that  right?| 
Yes,  sir. 

They  do  have  access,  then,  to  coal  in  the  Pacific  Northwest 
that  meets  their  tests  sulfurwise  and  is  closer  than  your  coal| 
is  that  right? 

A  I  don't  think  it's  closer.  I  think  it's  about  the  same 
distance . 

Q  Well,  in  any  event,  it's  more  competitive,  cheaper  coal, 
right? 
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A  It's  cheaper  for  them  by  the  time  they  turn  it  to  heat,  yes, 
sir . 

Q  Has  that  had  an  effect  on  your  ability  to  sell  coal  in  the 
Pacific  Northwest  region? 

A  We  have  never  sold  a  pound  of  coal  in  the  Pacific  Northwest 
region,  except  to  fire  the  plants  that  belong  to  some  of 
owners  in  the  Pacific  Northwest. 

Q  As  a  matter  of  fact,  you're  telling  me,  aren't  you,  that  it 
would  be  hard  to  sell  that  coal  —  your  coal  —  against  the 
coal  that  they  have  available? 

A  Yes,  sir,  I  think  that  is  true.  That's  a  fair  statement. 

Q  So  one  of  the  reasons  that  you  haven't  considered  moving  the 
Colstrip  coal  west  is  that  you  can't  sell  it  out  there,  is 
that  right? 

A  Well,  I  think  that  any  prudent  buyer  in  the  Pacific  Northwest 
would  certainly  buy  the  coal  that  is  going  to  cost  him  the 
least  money  by  the  time  that  he  got  it  burned,  and  that,  in 
all  probability,  would  not  be  coal  with  3/4  of  1%  sulfur. 

Q  And  that  coal  is  apparently  available  in  the  Pacific  North¬ 
west? 

A  Coal  with  less  than  3/4  of  1%  sulfur? 

Q  Yes. 

A  Yes,  sir.  Portland  General  Electric  has  bought  coal  like  that. 

Q  They  have  actually  purchased  coal  like  that? 

A  The  President  of  Portland  General  Electric  told  me  that  they 

had  purchased  coal  from  Amax  down  in  the  Gillette  area. 

Q  So  they're  actually  burning  coal  in  that  area  that  is  better 
sulfurwise  than  the  coal  you  can  sell  them  from  Colstrip? 
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They  aren't  burning  it  yet,  but  they  plan  to. 

They're  building  a  plant  to  burn  it? 

They  plan  to  build  a  plant.  They  haven't  started  it  yet. 

And  this  is  what  company? 

Portland  General  Electric. 

So  the  fact  of  the  matter  is  that  whatever  its  power  needs, 
Portland  General  Electric  can  build  a  plant  and  can  buy  coal 
with  better  sulfur  content  than  the  Colstrip  coal  to  meet 
its  needs,  isn't  that  true? 

Well,  not  to  meet  the  needs  that  they're  going  to  try  to 
meet  out  of  Colstrip. 

Well,  now,  Mr.  O'Connor,  let's  not  play  the  game  about  what 
needs  have  been  assigned.  The  fact  is  that  all  needs  are 
simply  the  use  of  electrical  power,  isn't  that  right? 

Sure . 

If  they  build  a  plant  with  coal  better  than  yours,  they'll 
be  able  to  generate  power  to  satisfy  their  requirements  over 
there  — 

When  they  get  that  plant  on  the  line. 

Right,  and  when  you're  talking  about  the  needs  of  Colstrip, 
you’re  just  talking  about  an  artificially  created,  paper 
entry  that  this  particular  number  of  kilowatts  is  going  to 
come  from  Colstrip,  right? 

No,  I'm  talking  about  a  period  of  time.  I'm  talking  about 
a  period  of  time  during  which  generation  is  required  from 
some  source. 

Are  you  pretty  familiar  with  these  other  sister  companies 
to  the  Montana  Power  in  your  applicant  group? 
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A  Oh,  not  precisely,  but  I'm  generally  familiar  with  each  of 
the  companies,  of  course. 

Q  Did  you  know,  for  example,  that  Portland  General  was  installiii 
turbines  which  are  expected  to  be  used  primarily  for  peaking 
requirements  and  to  meet  the  emergency  needs? 

A  Yes,  I  knew  that. 

Q  And  I'm  sure  you  knew,  as  they  do,  that  these  can  be  fired 
up  and  ready  to  go  in  20  minutes? 

A  Yes,  I  knew  that. 

Q  Or  even  less  than  that? 

A  Yes,  if  they  can  get  them  to  start  through  the  vale  of  tears 
that  they  shed  over  needing  to  put  them  in. 

Q  Are  you  familiar  with  the  fact  that  Portland  General  has  some 
of  the  Trojan  Nuclear  Plant  power  — 

A  Oh,  yes. 

Q  And  they  don't  have  to  have  any  more  further  public  hearings 
in  order  to  proceed  with  that  plant? 

A  The  Trojan  Plant  is  nearly  completed. 

Q  It  says  here  in  their  Annual  Report  for  1974,  "It  appears 
that  the  green  light  is  on  for  the  Trojan  License."  The 
Trojan  is  a  fairly  large  plant,  isn't  it? 

A  Yes,  I  think  1100  megawatts. 

Q  Are  you  saying  that  Portland  General  can't  meet  its  electric 
needs  out  of  its  Trojan  share  in  the  next  few  years? 

A  I'm  not  sure  exactly  what  their  share  of  Trojan  is.  It  is 
a  large  share.  I  think  they  are  the  major  owners  in  Trojan, 
but  what  I  am  saying  is  that  they  calculate  that  they  will 
need  additional  generation,  and  additional  power,  besides  what 


-873- 


they  get  out  of  Trojan.  I  think  much  of  this  is  caused  by 
the  fact  that  they  lost  a  lot  of  their  power  supply. 

How  was  that? 


Bonneville  cancelled  their  contract  with  them.  Bonneville 
isn't  going  to  furnish  them  power  anymore. 

Did  you  know  that  they  were  interested  in  a  place  called 
Pebble  Springs  to  build  another  nuclear  plant? 

I'm  not  familiar  with  the  name,  but  I  know  that  they  have 
looked  at  a  number  of  possible  nuclear  sites.  Boardman  was 
their  choice,  and  I  think  they  were  not  able  to  get  a  clear¬ 
ance  for  a  permit  there. 

Do  you  think  that's  already  been  determined? 

It  my  understanding  that  it  has  been;  yes,  sir. 

Are  you  familiar  with  the  fact  that  the  Portland  General 
Electric  Company  is  prospecting  for  coal  in  Alaska? 

Yes,  sir.  Frank  Warren  told  me  that. 

They  have  46,000  acres  north  of  Anchorage  where  they're 
prospecting  for  coal.  If  they  find  coal  in  Alaska  do  you 
suppose  they  can  utilize  that  in  place  of  coal  from  Colstrip? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it's 
incompetent,  immaterial,  calls  for  a  conclusion. 

HEARINGS  EXAMINER:  Sustained. 

Are  you  familiar  with  the  fact  that  Portland  General  intends 
to  transport  by  rail  from  the  mines  to  Seward,  and  then  trans¬ 
port  by  water  to  Oregon,  coal  that  they're  prospecting  for  in 


Alaska? 


MR.  BELLINGHAM:  We  object  on  the  grounds  that  it's 


immaterial  and  speculative. 
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HEARINGS  EXAMINER:  Overruled.  You  can  answer. 


A  I  don't  know  if  they  were  planning  that.  That  would  be  a 
natural  way  to  get  coal  out  of  Alaska,  of  course. 

Q  Do  you  have  any  opinion  as  to  whether  that  would  be  more 

expensive  than  this  rail  haul  over  the  mountains  from  here? 

i 

A  Water  transportation  would  be  fairly  cheap,  I  would  assume, 
Seward  to  Portland. 

Q  So  the  fact  of  the  matter  is  that  Portland  General  is  develop¬ 
ing  its  own  coal  supplies,  isn't  that  true? 

A  They're  hoping  to.  I  don't  know  whether  they  are.  I  don't 
think  that  Alaska  has  been  regarded  as  one  of  the  great  coal 
producing  states. 

Q  But  in  any  evenly  one  of  the  applicant  companies  here  is 

actually  developing  an  alternative  coal  production  site  right 
at  this  time,  isn't  that  true? 

A  They  are  prospecting  for  alternative  coal.  I  don't  know  as 
they're  developing  it. 

Q  Well,  let's  use  the  term  "prospecting  for  it"  then.  I  don't 
want  to  get  into  an  argument  over  words.  Now  let's  talk 
for  a  minute  about  the  Washington  Water  Power  Company.  That's 
the  company  that  I  understand  you've  had  a  long-standing 
relationship  with,  isn't  that  right? 

A  Yes,  sir. 

Q  Do  you  know  about  the  Washington  Irrigation  and  Development 
Company? 

A  I  know  the  name  and  I  know  that  it  is  a  subsidiary  of  Washing¬ 
ton  Water  Power  Company. 

Q  As  a  matter  of  fact,  it's  the  subsidiary  that  manages  the 
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surface  mining  operations  at  the  coal  fields  in  Centralia 
for  the  Centralia  Steam  Plant,  isn't  it? 

Yes,  sir. 

i 

And  last  year  it  had  coal  production  of  4,000,000  tons,  did 
you  know  that? 

No,  I  didn't  know  what  the  number  was.  That  number  doesn't 
surprise  me,  particularly. 

Last  year  the  Western  Energy  Company  of  Montana  Power  at 
Colstrip  had  coal  production  of  3,212,000  tons,  right? 

Yes,  sir. 

So  the  fact  is  that  Washington  Water  Power  has  a  subsidiary 
coal  company  that  last  year  produced  a  little  more  coal  than 
your  subsidiary  coal  company,  isn't  that  a  fact? 

That's  right. 

So  the  fact  is  that  Washington  Water  Power  has  an  alternative 
source  of  coal  available  to  it,  doesn't  it? 

I'm  not  sure  of  that  statement.  My  understanding  is,  and 
I'm  not  an  authority  on  Washington's  business,  but  my  under¬ 
standing  is  that  the  Centralia  coal  deposits  may  not  have 
that  kind  of  ability;  that  it  may  not  fire  very  much  more 
than  they  have  there  now. 

Well,  how  much  do  they  have  there  now? 

1400  megawatts. 

The  same  as  you're  going  to  get  from  the  3  &  4  units,  isn't 
that  right? 

Right. 

And  this  is  in  operation? 

Yes,  sir. 
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And  is  the  Washington  Water  Power  Company  using  its  Centralia 
power  now?  For  its  own  purposes? 

Well,  I  would  presume  so. 

It  says  here  in  their  1974  Annual  Report,  "Because  the  energy 
was  not  needed  by  the  Washington  Water  Power  Company  for 
several  years,  our  share  has  been  assigned  for  others  until 
needed. "  It  tells  how  they  sold  it  to  the  Bonneville  Power 
Administration.  Does  that  surprise  you? 

Oh,  no.  No,  I  think  that's  consistent  with  the  way  most 
power  companies  operate.  The  power  they  don't  need  they  try 
to  sell  to  some  others  until  they  need  it. 

So  another  of  the  companies  in  the  group  that's  participating 
in  Colstrip  has  1400  megawatts  of  power  available  at  Centrali 

—  Centralia  is  in  the  State  of  Washington,  isn't  it? 

Yes,  sir. 

—  that  it  isn't  using  at  the  present  time  and  is  selling  to 
others? 

Not  1400.  They  don't  own  all  of  Centralia. 

They  don't  own  it  all? 

No.  As  a  matter  of  fact,  I  think  they  may  not  own  over 
probably  a  quarter  of  it. 

Whatever  amount  they  own,  they  don't  need  yet,  do  they? 

I  think  they  do  now.  I  think  that  they're  speaking  in  the 
past  tense  there. 

Well,  they're  speaking  of  1974. 

That's  past. 

We  can  agree  on  that.  Were  you  aware  that  the  Centralia 
plant  was  actually  advanced  on  its  original  schedule  by  two 
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years? 

A  My  understanding  was  —  and  I  don't  claim  to  be  an  authority 
on  Centralia,  but  I  think  that  by  agreement  with  several 
power  companies  in  the  west  who  had  a  need  that  was  not 
represented,  for  example,  by  Washington,  that  they  did  ad¬ 
vance  the  construction  schedule  to  meet  the  needs  of  some  of 
those  other  companies.  That's  the  way  I  recall  it. 

Q  Now,  of  course,  the  advancement  of  that  Centralia  plant  would 
tend  to  relieve  the  need  that  you  saw  when  you  began  —  when 
this  group  began  to  plan  the  Colstrip  plant,  wouldn't  it? 

A  Oh,  the  Centralia  was  planned  and  conceived,  and  I  believe 

construction  on  it  was  started,  well  before  we  were  contemplat] 
ing  Colstrip  3  &  4. 

Q  So  advancing  its  inservice  date  by  two  years  would  tend  to 
relieve  the  needs  that  you  testified  to  before,  wouldn't  it? 

A  No.  Centralia  has  been  included  in  the  resources  that  are 
available  in  contemplating  the  needs  for  Colstrip  3  &  4. 

Q  I'm  sure  it  has  been  included.  My  question  is,  if  they 

advanced  the  date  on  which  they  put  it  into  operation,  then 
by  the  amount  of  the  advancement  it  would  relieve  the  needs 
that  you  expected  to  cover  elsewhere,  wouldn't  it? 

A  Well,  needs  that  the  companies  that  were  involved  would  have 
had  to  cover  elsewhere;  yes,  sir. 

Q  Now,  Centralia  is  in  an  outfit  called  —  an  organization  calle< 
"Hydro  Thermo  Power  Program."  Is  the  Montana  Power  a  member 
of  that? 

A  Well,  I  don't  think  that  this  is  a  membership  thing.  It's  a 
system  of  planning  in  which  most  all  of  the  companies  in  the 


-878- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


Pacific  Northwest  have  participated.  It  isn't  an  incorporated 
group. 

Q  Is  Colstrip  included  in  at  Phase  1  or  Phase  2? 

A  I  think  Colstrip  is  included  in  it,  yes,  sir. 

Q  It  is? 

A  I  think  it's  included  in  the  forecasted  resources. 

Q  I'm  sure  you're  familiar  with  the  fact  that  the  Washington 
Water  Power,  although  it  didn't  need  any  of  the  Centralia 
power  in  1974,  is  also  installing  additional  capacity  at 
Noxon  Rapids,  right? 

A  They're  installing  additional  capacity? 

Q  At  Noxon  Rapids. 

A  I  guess  I'm  not  sure  that  they  were  installing  additional 

capacity.  I  know  there's  been  some  conversation  about  this. 

Q  An  additional  125  megawatts  of  hydro  was  going  to  be  installed 
at  Noxon  Rapids. 

A  Was  being  installed  in  1974? 

Q  I  didn't  say  "was  being"  —  was  going  to  be  installed. 

A  My  understanding  is  that  they  are  studying  the  installation 
of  more  capacity  at  Noxon  Rapids;  yes,  sir. 

Q  This  unit  is  scheduled  to  be  in  service  by  November,  1977, 
so  that  would  be  in  service  before  Colstrip,  wouldn't  it? 
Colstrip  3  &  4? 

A  If  they  get  it  in  by  1977  it  will  be. 

Q  Did  you  know  that  the  Washington  Water  Power  Company  is  seekinjg 

alternative  power  sources  because  of  the  possible  delays  in 
Colstrip  3  &  4? 

A  I  don't  know  what  they're  doing  in  that  regard.  I  would  think 
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they  would  be  at  least  looking  around. 

It  says  here  in  their  1974  Annual  Report,  "The  Company  is 
seeking  alternative  power  sources  in  the  event  that  these  -- 
and  that's  referring  to  Colstrip  3  &  4  * —  units  are  delayed." 
Is  the  Montana  Power  Company  seeking  alternative  sources 
for  power  in  the  event  these  units  are  delayed? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it's 
repetitious . 


HEARINGS  EXAMINER:  Sustained, 
right,  I  guess  it  is  repetitious,  because  you  told  us 
the  Montana  Power  ComDanv  was  not  seekina  an  alterna 


All 


that  the  Montana  Power  Company  was  not  seeking  an  alternative  | — 

MR.  BELLINGHAM:  We  object  and  move  that  the  state¬ 
ment  — 

MR.  GRAYBILL:  I'll  ask  my  question;  then  you  can 
object. 

Are  there  reasons  why  Montana  Power  Company  is  not  attempting 
to  do  what  Washington  Water  Power  Company  is  attempting  to  do?| 

MR.  BELLINGHAM:  We  object  on  the  grounds  it's 
repetitious . 

HEARINGS  EXAMINER:  Sustained.  I  think  Mr.  Shenker 
went  over  alternates  here  at  a  great  deal  of  length, 

Mr.  Graybill. 

$ 

MR.  GRAYBILL:  I'm  going  to,  of  course,  abide  by 
your  ruling,  Mr.  Hearings  Examiner,  but  the  fact  that 
Mr.  Shenker  asked  him  a  question  about  alternatives, 
in  my  judgment,  does  not  limit  me  from  asking  him  about 
alternatives,  and  I'd  like  that  principle  at  least  pointei 
out.  Secondly,  I  don't  recall  him  asking  Mr.  O'Connor 
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whether  there  was  a  reason  for  his  company  doing  dif¬ 
ferent  than  another  company,  when  nobody  has  expressly 
stressed  the  fact  that  another  company  is  seeking  an 
alternative.  So  obviously,  the  question  has  never  been 
answered.  You  know,  it  may  become  tiresome  for  any  of 
us  to  listen  to  someone  else's  questions,  but  I  can 
assure  the  Hearings  Officer  that  I’m  not  asking  these 
questions  idly.  The  fact  is  I  do  have  something  in  mind 
and  it  does  seem  to  me  to  be  important.  You  see,  it 
seems  that  we  are  in  a  very  difficult  position  here. 

We  have  the  Montana  Power  Company’s  President  on  the 
stand,  and  we  have  lots  of  their  authorities  available, 
but  we  really  do  not  have  the  Presidents  of  these  other 
companies  on  the  stand,  and  I  don’t  believe  we  have  the 
subpoena  power  to  get  them  here,  and  I  don't  think  most 
of  them  are  going  to  be  on  the  stand.  We  have  a  very 
difficult  problem,  from  my  point  of  view  as  a  public 
party,  getting  asked  the  information,  the  raw  information, 
about  the  other  companies  in  the  situation,  and  although 
we  did  take  depositions  which  we  can  put  in,  many  of  the 
questions  which  are  prompted  by  things  that  this  Presiden: 
has  said,  we  don’t  get  to  ask  after  the  depositions  were 
taken,  and  it  would  seem  to  me  that  having  shown  as  I 
have  by  the  line  of  questioning,  which  Mr.  O'Connor  has 
agreed  to,  that  the  Washington  Water  Power  Company  is 
seeking  alternatives  in  the  event  they  don't  get  3  &  4, 

I  ought  to  be  able  to  ask  him  why  his  company  is  doing 
something  different,  or  what  he  conceives  to  be  different 
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about  the  situation  over  there.  But  you've  ruled  that 
I  can't,  so  I  won't. 

MR.  BELLINGHAM:  We  move  that  this  entire  line  of 
speech  making  be  stricken. 

HEARINGS  EXAMINER:  Overruled.  He  can  state  his 


reasons  for  the  record. 

MR.  BELLINGHAM:  I  don't  object  to  the  question,  it* 
just  that  —  Let's  go  off  the  record. 

MR.  GRAYBILL:  I'm  not  ready  to  go  off  the  record. 

HEARINGS  EXAMINER:  Please,  Gentlemen,  let's  pro¬ 
ceed.  We're  way  behind  on  the  transcript  now  on  the 
questions  and  answers,  to  say  nothing  about  the  ex  parte 
communications . 

Q  It  is  true,  then,  is  it  not,  Mr.  O'Connor,  that  at  least  two 
of  the  companies  involved  in  this  project,  and  I  could  go  over 
the  other  two,  but  I  will  not  take  the  time,  are  developing 
coal-fired  facilities  of  their  own  in  the  Pacific  Northwest 
—  that  is,  Oregon  and  Washington? 

A  I  don't  know  anything  about  Washington  developing  any  coal- 
fired  facilities  of  their  own. 

Q  Well,  Centralia  is  — 

A  Oh,  in  the  past?  Yes,  they  have  coal-fired  -- 

Q  —  a  coal-fired  facility,  and  it's  just  recently  been  developep, 
hasn't  it? 

A  Yes.  As  a  matter  of  fact,  Centralia,  I  think  a  greater 
interest  belongs  to  a  third  company  involved  here. 

Q  So  the  fact  is  that  three  of  the  four  companies,  and  maybe 
even  the  fourth,  are  involved  in  some  coal-fired  generation? 


-882- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A  Have  been  in  the  past. 

Q  And  still  are? 

A  I  don't  know  whether  they  are  in  the  future  or  not;  one  of 
them  is. 

Q  You  know,  I  don't  want  to  belabor  it,  but  you  and  I  both 
know  that  Puget  Sound  is  about  to  consider  a  plant  at 
Boardman  or  somewhere? 

A  Portland  General  Electric;  yes.  We  pretty  well  established 
that,  that  they're  planning  one.  I  don't  know  if  Washington 
is  planning  anymore  coal-fired  generation  or  not. 

Q  And  we  have  established  that  they  have  at  least  been  looking 
for  coal,  which  we  would  presume  they  intend  to  use  to 
generate  electricity,  right? 

A  Washington  is  looking  for  coal? 

Q  Puget  Sound  — 

A  That's  Portland. 

Q  Portland  General. 

A  Yes,  Portland  is  looking  for  coal  and  are  going  to  develop  a 
coal-fired  plant. 

Q  So  the  fact  is  that  if  these  other  four  members  of  the  combinel 
need  power,  they're  perfectly  capable  of  building  thermo 
plants  in  the  Pacific  Northwest,  and  supplying  them  with  coal 
of  a  better  quality  at  a  competitive  rate  that  Colstrip  coal, 
isn't  that  right? 

MR.  BELLINGHAM:  I  object,  your  Honor,  on  the  ground^ 
that  it's  repetitious. 

HEARINGS  EXAMINER:  Overruled.  Go  ahead  and  answer. 

A  I  think  that  it's  possible  for  them  to  do  this.  They're 
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capable  of  doing  this. 

Q  So  that  if  the  70%  of  the  Colstrip  3  &  4  plants,  which  is 
being  used  by  the  four  other  out-of-state  applicants,  were 
not  built,  it's  entirely  possible  that  Montana  Power  could 
get  just  as  much  power  out  of  Colstrip  as  it's  going  to  get 
anyway,  isn't  that  true? 

A  No,  Not  for  the  needs  that  must  be  met  with  Colstrip  3  &  4. 
And  I  think  that  is  the  whole  issue,  is  need,  and  Colstrip 
3  &  4,  the  importance  of  it  is  the  need  for  it,  and  the  need 
isn't  some  time  out  into  the  nebulous  future.  It’s  for  a  period 
of  time  when  there  will  be  a  need  for  Colstrip  3  &  4. 

Q  Are  you  convinced  that  you  can't  sell  this  coal  to  the  west? 

A  Yes,  I'm  fairly  convinced  of  that. 

Q  That  you  cannot  sell  it  to  the  west? 

A  Yes,  sir;  I'm  reasonably  convinced  of  that. 

Q  So  if  it's  going  to  get  used  it's  going  to  have  to  be  burned 
in  Montana? 

A  Or  east  of  here. 

Q  Or  east.  Okay,  that  leads  me,  then,  to  this  next  problem 

of  this  great  issue,  about  the  needs.  At  the  moment  you  have 
1  &  2  nearly  completed.  That's  700  megawatts,  and  we're 
talking  about  1400  in  3  &  4,  and  as  I  understand  it,  that's 
2100  megawatts  of  power,  but  you  talked  to  Mr.  Shenker  at 
some  length  about  the  fact  that  you  thought  the  coal  supply 
in  the  Colstrip  area  was  sufficient  to  carry  3,000  megawatts, 
is  that  right? 

A  Yes,  sir. 

Q  So  I  take  it  that  there's  900  megawatts  of  developable  power, 
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both  coalwise  and  areawise,  at  Colstrip,  which  you  have  not 
yet  "planned." 

I  think  that's  true. 

And  since  you  can't  sell  that  coal  west,  may  we  look  forward 
to  your  planning  some  way  to  use  that  other  900  megawatts  of 
coal? 

I  just  can't  tell  you  at  this  stage  of  the  game  what  we're 
going  to  do  with  that  other  900  megawatts  of  coal.  It's 
conceivable  that  some  time  in  the  future  —  we  don't  have 
any  plans  for  that  —  it's  conceivable  that  that  coal  will 
be  used  for  coal-fired  generation. 

Right  here  in  Montana? 

I  would  expect  that  it  might  be  used  right  here  in  Montana, 
that's  where  we  will  need  our  generation. 

So  it's  conceivable,  to  use  your  term,  that  we  are  not  throug 
when  we  build  3  &  4,  is  that  right? 

I  certainly  hope  that  the  growth  of  Montana  will  not  stay  so 
static  that  we  will  never  need  generation  again  on  out  into 
time . 


Well,  that's  putting  it  into  terms  of  Montana's  glorious 
future,  but  the  fact  of  the  matter  is  that  it  is  conceivable 
that  we  will  continue  to  impose  power  plants  on  the  Montana 
ecology,  to  put  it  in  another  frame,  isn't  that  right? 

I  think  it  is  conceivable  that  there  will  be  generation  plants 
built  in  Montana  in  the  future;  yes,  sir. 

And  it's  conceivable  that  they'll  be  built  at  Colstrip  by  the 
Montana  Power  Company? 

It  is  conceivable,  indeed. 
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Q  I  have  noticed  in  listening  to  your  cross-examination  by 
Mr.  Shenker  and  others  that  you  make  a  careful  distinction 
between  planning  and  what  you  called  awhile  ago  "in  consider¬ 
ation  of."  In  other  words,  when  you  say  --  when  we  say, 

"Have  you  planned  anything?"  you  mean,  "Have  we  actually 
written  up  plans  and  put  it  down  in  black  and  white  and 
committed  ourselves  to  it?"  Don't  you? 

A  If  I  say  we  planned  anything,  if  I  say,  "Yes,  we  planned  that," 
then  immediately  Mr.  Shenker  wants  us  to  produce  all  of  these 
plans,  and  sometimes  we  haven't  reduced  those  to  written 
blueprints  and  formalized  statements. 

Q  So  you're  very  careful  to  only  use  the  term  "plan"  in  conjunc¬ 
tion  with  these  blueprints,  aren't  you? 

A  Yes.  I  think  that  that  is  a  plan.  A  discussion  is  not  a  plan. 

Q  But  it  is  true,  is  it  not,  that  consideration  has  been  given 

to  building  additional  generating  capacity  beyond  3  &  4? 

A  Coistrip  has  the  capacity  to  accommodate  more  generation,  and 
in  the  discussions  we  have  had  I  presume  we  have  said  Coistrip 
can  accommodate  more  than  Coistrip  3  &  4.  We  have  no  plans 
to  build  any  there. 

Q  What  kind  of  coal  are  you  going  to  use  in  this  additional 
—  in  this  generation  you  have  talked  about? 

A  Well,  we  would  have  to  wait  until  we  got  to  planning  those 
plants  before  we  know  that.  It's  conceivable  that  the  tech¬ 
nology  by  that  time  will  have  developed  to  the  place  that  we 
could  burn  straight  McKay  coal.  I  don't  know.  We  haven't 
made  any  plans  on  which  coal  we'll  burn. 

Q  In  which  case  it  would  be  possible  to  have  a  great  deal  more 
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generation  than  just  the  900  megawatts,  isn't  that  true? 

A  Not  at  the  Colstrip  site. 

Q  You  mean  even  burning  McKay  coal  you  can't  accommodate  more 
than  900  more? 

A  The  Colstrip  location,  the  Colstrip  site  has  a  capacity  of 
roughly  3,000  megawatts. 

Q  You're  talkinq  about  the  size  — 

A  The  physical  capacity  of  the  site  itself.  When  you  can't 
find  any  place  more  to  put  your  cooling  towers,  or  your 
generating  plants,  or  your  transmission  lines,  or  your  switch 
yards,  then  you'd  better  quit. 

Q  But  you  would  agree  that  you  could  buy  the  next  field  and 
then  you'd  have  enough,  wouldn't  you? 

A  Well,  if  it  were  desirable;  if  it  were  an  economic  site  that 
would  expand  the  area,  certainly,  but  anyway,  a  prudent  power 
company  would  not  put  all  of  the  generation  at  one  place. 
Companies  that  have  far  more  need  for  generation  than  we  do 
don't  put  all  of  their  generation  at  one  site. 

Q  Why? 

A  Well,  I  suppose  there  are  a  number  of  considerations.  I 
would  think  that  the  possibility  of  sabotage  would  be  one, 
particularly  in  case  of  war.  I  think  the  possibility  of 
catastrophic  damage,  in  case  of  an  earthquake,  or  something 
of  this  nature,  could  be  a  consideration,  and  I  think  just 
straight  congestion  is  probably  a  consideration. 

Q  You  think  that  it  is  possible,  then,  to  congest  Colstrip 
with  power  companies? 

A  I  think  it's  possible  to  congest  any  particular  location  with 
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more  power  plants  than  it  will  physically  accommodate. 

It's  possible  if  you're  foolish  enough  to  put  them  in. 

In  view  of  the  fact  that  technology  might  make  Rosebud  coal 
useful,  has  consideration  been  given  -- 
McKay  coal? 

Yes,  McKay  coal,  excuse  me.  In  view  of  the  fact  that  McKay 
coal  might  be  usable  with  better  technology,  has  consideratio 
been  given  —  I  use  that  term  rather  than  "planning"  — 
has  consideration  been  given  to  building  more  units  in  the 
Colstrip  area,  not  in  the  Colstrip  site? 

No,  sir. 

So  you  can  say,  then,  that  really  no  consideration  has  been 
given  to  using  McKay  coal? 

Oh,  no,  I  didn't  say  that  at  all.  Consideration  has  been 
given  to  using  McKay  coal  in  3  &  4 . 

Why? 

Because  we  would  like  to  utilize  the  resource. 

Why  would  you  like  to  utilize  the  resource? 

Because  we  don't  want  a  lot  of  waste,  and  if  it  isn't  mined, 
it  may  be  wasted.  If  we  can  mine  it  and  utilize  it,  it  is 
a  beneficial  use  of  a  resource. 

Is  this  part  of  the  coal  you  own  at  Colstrip? 

Pardon? 

This  is  part  of  the  coal  you  own  at  Colstrip? 

Yes,  it's  part  of  the  coal  holdings  we  have  at  Colstrip  — a 
different  seam  of  coal. 

What  you're  telling  me  is  that  you'd  like  to  sell  that  coal? 
We'd  like  to  utilize  that  coal,  certainly  —  sell  it,  use  it 
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ourselves  — 

Q  Well,  when  you  use  it  yourself,  you  in  effect  sell  it,  too, 
don't  you? 

A  Right. 

Q  So  the  fact  is  that  you  want  to  use  that  coal  if  it's  at  all 
possible? 

Certainly. 

And  that's  true  also  of  the  Rosebud  coal,  isn't  it? 

The  Rosebud  coal  doesn't  present  this  problem. 

But  you  want  to  use  it,  don't  you? 

Oh,  yes. 

As  a  matter  of  fact,  the  Butte  bunch,  when  they  first  planned 
this  Colstrip  project  —  before  the  second  one  --  the  real 
reason  for  the  plant's  being  in  Colstrip  was  to  use  the  coal, 
wasn't  it? 

A  Well,  of  course,  the  coal  is  a  desirable  resource  and  a 
substantial  argument  for  building  the  generation.  There 
wouldn't  be  much  sense  in  building  generation  at  Colstrip  if 
there  weren't  any  coal  there. 

Q  So  the  fact  is  when  the  Butte  group  initially  conceived 

Colstrip,  they  conceived  it  as  a  way  of  using  up  the  coal? 

A  Well,  it's  a  way  to  use  up  some  of  the  coal,  sure. 

Q  And  one  of  the  reasons  that  you  would  want  to  build  2100  mega-| 

watts  and  perhaps  another  900  to  make  it  3,000  megawatts  at 
Colstrip  is  to  burn  up  that  coal,  isn't  it? 

A  Net  necessarily.  We  can  sell  that  coal. 

Q  Well,  you  can't  sell  it  west. 

A  No,  but  we  can  sell  it  east. 
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Q  Let's  think  about  this,  now  —  isn't  it  true  that  you  would 
rather  use  it  yourself  than  sell  it? 


I  sure  would. 


Q  Why? 

A  There  are  a  variety  of  reasons.  In  the  first  place,  it  does 
provide  substantial  economic  growth  to  a  State  in  which  I  hav« 
got  a  lifetime  of  personal  interest.  It  provides  some  jobs, 
it  provides  some  tax  base,  it  provides  some  opportunities 
for  a  part  of  this  State  which  has  been  sadly  lacking  in  those| 
And  this  would  be  a  real  influence  with  me,  personally,  and 
I  think  with  the  rest  of  the  Butte  bunch. 

Q  Is  it  a  fair  summary  to  say  that  one  of  the  major  reasons 

Colstrip  was  picked  as  a  place  for  these  Colstrip  generation 
—  for  these  power  plants  was  because  Montana  Power  and  Wester| 
Energy  had  its  own  coal  there  and  wanted  to  sell  the  coal  or 
use  it? 

A  Well,  I  suppose  that  this  had  some  bearing.  This  was  not  the 
motivation  for  building  at  Colstrip.  In  order  to  build  coal- 
fired  generation,  Mr.  Graybill,  you  simply  must  have  fuel 
available.  The  fact  that  we  owned  the  fuel  and  with  them  not 
being  in  a  problem  of  trying  to  find  fuel  for  those  plants 
twenty  years  from  now,  or  twenty-five  years  from  now,  is 
mighty  important  to  us. 

Q  Do  you  have  any  idea  what  it  costs  the  Western  Energy  Company 
to  get  a  ton  of  coal  out  of  the  ground  at  Colstrip? 

A  No,  offhand  I  do  not.  I  can't  say. 

Q  And  you  have  been  selling  that  coal,  you  told  Mr.  Shenker, 
between  $2.75  and  $5.00? 
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I  think  that  probably  is  the  range  of  prices. 

Some  of  those  prices  were  used  for  the  sale  to  the  east? 

Yes,  sir. 

And  I  take  it  you  don't  sell  that  coal  to  the  east  unless  you 
make  a  profit? 

We  try  not  to. 

If  3  &  4  are  built,  Western  Energy  Company  will  actually  sell 
this  coal  to  the  plant  and  each  of  the  parties  that  owns  part 
of  the  plant  will  be  paying  a  part  of  the  fuel  costs,  isn't 
that  right? 

Yes,  sir. 

And  of  course.  Western  Energy  Company  intends  to  make  a  profi 
when  it  sells  it  to  the  Colstrip  3  &  4  plants,  doesn't  it? 
Yes,  sir. 

It  takes  —  am  I  correct  —  about  9  million  tons  of  coal  a 
year  to  fire  3  &  4? 

Well,  let's  see.  That  sounds  pretty  high  for  3  &  4.  It 
wouldn't  take  that  much. 

Nine  million  a  year  to  fire  1,  2,  3  and  4?  Is  that  right? 
That  would  be  closer  to  correct.  That  would  be  about  right, 

I  think  —  1 ,  2 ,  3 ,  and  4 . 

If  we  sold  it  to  the  combine  at  $3.00  that  would  be  a  gross 
business  of  27  million  dollars? 

If  we  had  9  million  tons,  yes.  I  think  that  9  million  may 
be  too  high,  too. 


MR.  BELLINGHAM:  What  was  the  last  remark? 

I  said  I  think  that  9  million  may  be  too  high. 

You  explained  to  us  a  few  minutes  ago  that  because  of  the 
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quality  of  the  Rosebud  coal  sulfurwise,  and  because  of  the 
freight  rates,  you  really  were  unable  to  sell  coal  to  the  west? 

MR.  BELLINGHAM:  We  object,  your  Honor,  repetitious. 
MR.  GRAYBILL:  Let  me  ask  the.  question.  I  want  you 
to  understand  the  frame  of  reference  when  I  ask  this 
question. 

You  explained  to  us  that  you  can't  sell  that  coal  to  the 
west,  and  isn't  it  true  that  if  you're  able  to  build  3  &  4 
you  have  in  effect  sold  70%  of  the  coal  to  the  four  companies 
in  the  Pacific  Northwest? 

We  didn't  sell  it  to  the  west,  though.  We  sold  it  at  Colstrip. 
But  in  effect  you've  gotten  those  companies  to  pick  up  70%  of 
that  power,  and  you've  sold,  in  the  sense  that  Western  Energy 
will  make  a  sale,  enough  coal  to  fire  that  70%,  haven't  you? 
Yes. 

So  in  one  sense  you  actually  have  made  a  sale  to  Washington 
Water  Power,  Puget  Sound,  Pacific  Power  &  Light  and  Portland 
General  without  having  as  good  a  coal  by  having  it  on  the  site, 
haven't  you,  of  their  need? 

We  sold  it  on  the  site. 

You  sold  it  to  them  despite  the  fact  that  you  can't  sell  it 
to  them  at  Portland,  isn't  that  true? 

That's  my  opinion;  yes.  We  sold  it  to  them  at  Colstrip  where 
I  believe  we  could  not  sell  it  to  them  at  Portland. 

And  in  this  respect  you  have  used  that  valuable  asset  which 
the  Western  Energy  Company  owns  in  Colstrip,  right? 

Yes,  sir. 

Now,  you  told  Mr.  Shenker  that  consideration  was  given  to 
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building  —  after  1  &  2  —  to  building  just  one  350  megawatt 
plant  which  might  be  sufficient  to  supply  the  Montana  Power. 

A  I  think  that's  the  first  thing  that  was  given  any  study. 

Q  And  of  course,  one  350  megawatt  plant  would  make  No.  3a 

350  megawatt  plant  and  Montana  Power  would  be  getting  just 
as  much  power  as  if  it  takes  30%  of  the  bigger  one,  isn't 
that  true? 

A  Well,  reasonably  close,  if  they  owned  all  of  350,  but  it 
would  be  somewhat  less. 

Q  And  the  Butte  group  considered  that  as  a  way  of  going  at  it? 

A  I  think  that  was  the  first  consideration. 

Q  But  of  course  that  consideration  didn't  involve  selling  any 
coal  to  the  other  four  companies,  did  it? 

A  If  we  built  a  350  for  ourselves,  it  would  not  have  involved 
selling  coal  to  others. 

Q  Was  the  Butte  group  aware  of  that? 

A  Oh,  I  am  sure  they  were. 

Q  Now,  you  mentioned  this  morning  that  you  told  Mr.  Shenker 
about  your  application  for  water  out  of  the  Yellowstone. 

When  you  applied  for  water  • —  now,  as  I  understood  you,  you 
said  you  took  more  water  than  you  needed  for  Colstrip,  isn't 
that  right? 

A  We  applied  for  more  water  than  we  needed  for  Colstrip. 

Q  In  the  application  for  water  do  you  have  to  say  what  you 
are  going  to  use  it  for? 

A  I'm  not  sure  about  that.  I  suspect  that  it  may  be  that  you 
have  to  give  some  general  need,  at  least. 

Q  Do  you  have  to  tell  where  you  are  going  to  use  it? 
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A  I  don't  know. 

Q  But  you  tell  us  today  that  what  you  really  were  planning 
when  you  took  that  water  was  a  gasification  plant. 

A  I  think  that  gasification  was  always  a  possibility,  and  we 

recognized  that  we  would  need  water  for  it,  and  I  think  that’ 
why  the  application  was  made  in  the  quantities  that  it  was. 

Q  Can  a  gasification  plant  be  used  in  McKay  coal? 

A  Well,  I  really  can't  answer  that  question.  I  believe  that 

the  process  for  gasification  has  an  entirely  different  effect 
on  stack  gases,  and  it's  possible  it  could  be. 

Q  Mr.  O'Connor,  I'd  like  you  to  look  with  me  at  the  annual 
reports  of  some  of  these  other  companies  which  are  parties 
to  this  suit.  For  example,  Pacific  Power  &  Light  —  do  you 
find  their 's  there? 


Yes,  sir. 


MR.  BELLINGHAM:  Sir,  because  we  are  preparing  to 


ask  questions  relative  to  these  — 

MR.  GRAYBILL:  Your  Exhibits  115-A,  B,  C,  D,  and  E 
MR.  BELLINGHAM:  Yes.  At  this  time  we  offer  into 
evidence  Applicants'  Exhibits  115-B,  C,  D  and  E. 

HEARINGS  EXAMINER:  Does  anyone  have  any  objections?! 
MR.  GRAYBILL:  Yes,  we  do. 

MR.  SHENKER:  We  object  at  this  time.  We  would  like| 
the  proper  witness  on  behalf  of  the  companies  to  be  here 
when  those  are  offered  so  that  we  can  ask  them  the 
appropriate  questions  regarding  them.  I  have  no  doubt 
that  eventually  they  will  be  received  in  evidence,  but 

I  think  this  is  taking  it  out  of  order  at  this  time  to 
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deprive  us  of  the  proper  opportunity  to  cross-examine 
the  witnesses  that  identify  the  documents  on  a  knowledge-- 
able  basis. 

MR.  GRAYBILL:  I  also  have  some  modest  objection 
to  the  fact  that  whenever  I  am  conducting  cross-examina¬ 
tion  you  seem  to  be  using  me  to  put  your  evidence  in, 
and  I  have  no  intention  of  doing  that.  I  think  you  can 
offer  it  yourself.  I  can  show  it  to  the  witness  without 
putting  it  into  evidence.  This  is  my  cross-examination. 

I  can't  understand  why  he  feels  it  would  be  in  order  to 
make  that  kind  of  a  motion  during  my  cross-examination. 

MR.  BELLINGHAM:  Well,  your  Honor,  it's  questionable 
whether  or  not  he  can  ask  questions  on  something  like 
this  that  is  not  in  evidence. 

HEARINGS  EXAMINER:  I  think  you've  got  a  very  good 
point  if  we're  going  to  be  on  real  strict  rules,  and 
we're  not  on  that  strict  of  rules,  if  they're  going  to 
be  in  evidence,  if  you've  tendered  them  as  an  exhibit, 
let's  go  ahead  and  testify  to  them  and  bring  the  testi¬ 
mony  in,  and  then  when  they  go  in,  all  that  will  be  in 
anyway.  So  let's  proceed. 

MR.  BELLINGHAM:  Based  upon  that  promise,  sir,  I  -- 

HEARINGS  EXAMINER:  That's  a  promise,  if  I  don't 
forget  it.  You  may  have  to  remind  me. 

MR.  GRAYBILL:  I'm  sure  the  promise  is  conditional 
upon  proper  foundation. 

Q  I  just  wanted  to  ask  you  to  look  with  me  at  page  15  of  Pacific 
Power  &  Light's  1974  Annual  Report. 
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A  Page  15?  Yes ,  sir. 

Q  I  think  you'll  see  there  that  they  report  a  net  income  for 
1974  —  I  think  I  have  underlined  it.  Can  you  see  it  there? 

A  Not  on  page  15. 

Q  13,  I  guess  I  can't  read  my  own  writing. 

A  13? 

Q  Yes,  13. 

A  Yes,  I  see  it. 

Q  What  net  income  do  they  report? 

A  They  show  a  net  income  of  $45,722,000. 

Q  And  on  what  gross  revenues? 

A  $246,979,000. 

Q  Do  you  find  the  Portland  General's  statement  there? 

A  Yes,  sir. 

Q  Look  on  the  last  page  that  folds  out. 

A  Yes,  sir. 

Q  Do  you  find  there  the  net  income? 

A  Yes,  sir. 

Q  What  is  it? 

MR.  BELLINGHAM:  We  object,  on  the  grounds  that  it's  in¬ 
competent,  immaterial  and  improper  foundation. 

HEARINGS  EXAMINER:  What  was  your  question  again, 

Mr.  Graybill? 

MR.  GRAYBILL:  I  want  to  ask  him  a  question  about 
these  companies,  but  I  want  him  to  understand  the  figuresl 
before  he  answers  the  question.  That's  what  I'm  illustrat¬ 
ing  them  for.  I'm  asking  him  for  the  net  income  and  the 


gross  revenues  of  these  four  companies  that  are  parties 
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to  this  suit. 

HEARINGS  EXAMINER:  Well,  we're  going  to  let  you 
get  it  in.  The  exhibit  speaks  for  itself,  though,  I 
think,  as  to  what  its  contents  are. 

MR.  GRAYBILL:  Well,  it  probably  does,  but  I  want 
Mr.  O'Connor  to  have  it  in  his  mind.  I'd  be  glad  to 
tell  it  to  him  after  he's  done,  but  I  thought  he'd  feel 
a  little  bit  more  comfortable  if  he  saw  it  on  his  own. 

HEARINGS  EXAMINER:  Okay.  Overruled;  you  may  pro¬ 
ceed;  however,  I  think  you're  going  far  beyond  the  scope 
of  the  redirect  examination. 

A  Okay,  the  net  income  is  $32,918,000  for  Portland  General 
Electric . 


Q  And  on  what  gross  revenues? 

A  $146,001,000. 

Q  Puget  Sound  --  you'll  find  that  on  page  20. 

A  Page  what? 

Q  20. 

A  Okay . 

Q  What  is  the  net  income  and  gross  revenues? 

A  Net  income  is  $21,385,000. 

Q  Gross  revenue? 

A  Gross  revenue,  $142,393,000. 

Q  And  Washington  Water  Power,  on  page  20,  also. 

A  Washington  Water  Power  shows  a  net  income  of  $21,199,000  on 

operating  revenues  of  $110,098,432. 

Q  Mr.  O'Connor,  the  other  day  you  told  me  what  the  Montana  Power) 
Company's  net  income  and  gross  revenues  were,  which  was 
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$23,900,000  and  $117,700,000,  and  you  characterized  your 
company  as  a  profit  making  and  profitable  public  utility. 

A  Yes,  sir. 

Q  Would  you  characterize  the  Pacific  Power  &  Light,  Portland 
General,  Puget  Sound  and  Washington  Water  Power  as  profit 
making  and  profitable  public  utilities? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that 
it  calls  for  a  conclusion,  is  incompetent  and  immaterial 
HEARINGS  EXAMINER:  Overruled.  The  witness  may 
answer. 


A  I  would  conclude  from  their  annual  statements  that  they  are 
making  a  profit.  I  don’t  know  whether  they're  profitable 
companies,  because  I  haven't  studied  their  annual  report  that 
carefully  to  see  whether  or  not  this  is  an  adequate  return 
on  the  kind  of  investment  they  have. 

Q  But  they  do  all  make  net  income  figures  comparable  with 
Montana  Power,  don't  they? 

A  They  all  make  net  incomes. 

Q  All  right.  Now,  there's  a  final  set  of  questions  I  want  to 
ask  you  about  a  statement  that  you  made  just  before  lunch 
that  —  I  think  you  used  the  term  —  it  surprised  me.  Mr. 
Shenker  asked  you  if  the  price  of  power  was  raised  what 
effect  that  would  have  on  sales  to  the  other  companies. 

Do  you  remember  that  question? 

A  Yes,  sir. 

Q  And  you  answered  that  it  would  depend  on  the  alternative  forms | 
of  energy  available,  what  would  happen,  and  it  would  be  a 
matter  of  price.  Do  you  remember  that  answer? 
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A  Yes,  I  think  that  was  basically  the  answer. 

Q  Are  you  telling  us  that  if  the  price  of  power  was  raised  by 
the  companies  here  that  all  these  companies  might  not  buy 
extra  power  that  Montana  Power  Company  might  have  in  this 
plant,  for  example,  if  there  were  cheaper  alternatives  of 
power  available? 

A  Oh,  I'm  sure  if  there  were  cheaper  alternatives  of  power 
available,  they  might  not  buy  this  power.  In  the  absence, 
certainly,  of  a  contract,  they  wouldn't. 

Q  So  are  you  telling  me  that  among  these  power  companies,  and 
you  have  five  of  them  in  this  plant,  among  power  companies 
there  is  a  tendency  to  buy  the  cheapest  available  form  of 


power? 

A  Yes,  that's  what  I'm  telling  you. 

Q  And  are  you  also  telling  me  that  they  might  have  a  choice  and 
they  could  actually  buy  other  power  at  some  price? 

A  I  don't  think  so.  That  isn't  what  I  meant  by  alternate 
sources  of  energy. 

Q  So  you're  now  telling  me  that  they  really  have  no  alternative 
source  of  power?  Is  that  right? 

A  I  don't  think  there's  any  alternative  sources  of  electric 

power  available  in  the  Pacific  Northwest  during  the  period  of 
time  that  we  are  going  to  try  to  furnish  power  needs  with 
Colstrip  3  &  4  in  its  early  years. 

Q  So  your  answer  this  morning  that  it  was  just  a  matter  of  price| 
was  really  wrong.  It's  a  matter  of  supply,  isn't  it? 

A  Well,  of  course,  nobody  buys  power  that  they  don't  need,  so 
the  supply  is,  of  course,  a  determining  factor.  What  I  meant 
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to  say  was  that  I  didn't  think  it  would  reduce  the  need  for 
electric  power  if  gas,  for  example,  and  oil  went  twice  as  high 
There  would  still  be  a  need  for  electric  power? 

Yes,  and  probably  the  need  would  accelerate  if  other  fuels 
and  other  sources  of  energy  went  much  higher. 

You  made  the  point  this  morning  that  the  President  might  add 
to  the  cost  of  oil,  and  that  this  might  raise  the  price  of 
energy . 

Right. 

Since  you  speculated  about  this,  and  you  did  this,  this 
morning,  might  it  also  have  the  effect  of  stimulating  a 
search  for  alternative  forms  of  energy? 

Well,  I  don't  know  how  much  it  will  stimulate  it,  because  I 
think  that  there  is  a  determined  search  for  alternative  forms 
of  energy  now.  I  think  that  a  great  many  dollars  are  being 
spent  by  both  the  Federal  government  and  by  the  industry, 
all  segments  of  the  industry,  to  find  alternative  sources 
of  energy,  and  I  don't  know  whether  the  dollar  is  really  going 
to  spurt  it  that  much  or  whether  it  isn't. 

As  a  matter  of  fact  did  you  happen  to  hear  what  Henry  Kissinge 
said  yesterday  in  Europe  about  that  problem? 

No,  sir. 

He  pointed  out  that  the  people  that  sell  —  he  told  the 
purchasing  companies  that  we  had  to  get  along  with  the  Arabs 
but  that  we  certainly  were  going  to,  all  of  us,  go  all  out  to 
attempt  to  develop  alternative  forms  of  energy. 

He  was  talking  about  coal,  I  guess. 

I  think  he  probably  was,  but  he  might  also  have  been  talking 
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about  some  other  things,  like  thermo  and  that  other  one  that 
you  were  talking  about  this  morning  — 

A  Thermo,  of  course,  that’s  coal,  you  know. 

Q  And  solar  and  the  one  you  were  talking  about  this  morning, 
MHD? 

A  Yes,  sir,  and  there's  some  research  going  on  in  every  one 
of  these  fields. 

Q  And  don’t  you  think  that  the  present  energy  crisis  would 

result  in  really  stimulating  research  into  these  other  forms 
of  energy? 

A  Yes . 

Q  Do  you  think  that  the  stimulation  of  this  research  is  likely 
to  have  any  effect? 

A  Oh,  yes,  I  think  that  research  always  has  an  effect.  I 
believe  that  — 

Q  Would  you  agree  with  me  and  Mr.  Kissinger  that  in  a  matter  of 
time  we're  going  to  find  some  alternative  sources  of  energy? 

HEARINGS  EXAMINER:  Are  you  intending  to  call  Mr. 
Kissinger,  Mr.  Gravbill? 

MR,  GRAYBILL:  He'd  better  not  stop  through  Montana 
or  he'll  get  called.  That's  why  I  got  those  three  sub- 
poenaes,  so  I  can  always  use  them.  (Laughter) 

HEARINGS  EXAMINER :  Go  ahead. 

Q  I  asked  if  he  agrees  with  me  and  Mr.  Kissinger  that  the  heavy 
research  is  likely  to  result  in  other  forms  of  energy  being 
developed . 

A  Oh,  I  think  it  will  in  time.  I  think  it  is  absolutely  essen¬ 
tial  that  it  do  so.  I  don't  believe  that  America  can  depend 
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on  the  existing  forms  of  energy  on  out  into  time.  We  must 
develop  some  alternate  sources,  and  I  think  this  research 
will  do  that. 

Do  you  think  that  coal  is  a  form  of  energy  whose  time  has 
come? 

Yes,  sir. 

Do  you  think  that  coal  is  also  a  form  of  energy  whose  time 
might  not  —  I'll  strike  that. 

I  was  going  to  say  it  anyway. 

You  were  going  to  say  what  I  was  going  to  say?  That  it's 
a  form  of  energy  whose  time  might  go? 

That's  exactly  what  could  happen. 

As  a  matter  of  fact,  it  is  true,  isn't  it? 

It  is  true,  certainly. 

And  one  of  the  problems,  at  least  to  the  Butte  bunch,  is  to 
utilize  this  coal  resource  while  the  time  is  here,  isn't 
that  right?  j 

Well,  I  think  that  it's  prudent  for  any  people,  for  any 
business,  for  any  community,  to  utilize  a  resource  when  its 
time  is  here;  before  or  afterwards  isn't  much  good. 

You've  had  that  in  mind,  haven't  you,  in  your  planning  —  I 
won't  say  planning  —  your  consideration  of  Colstrip? 

Oh,  I  think  we're  trying  to  use  that  resource.  I  certainly  do. 
And  at  the  first  available  opportunity? 

Well,  not  the  first  available  opportunity,  because  we've  passep 
up  some  chances  to  utilize  some  of  those  resources  that  we 
haven ' t  taken .  i 

Well,  the  first  available  opportunity  that  Montana  Power  can 
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control? 


A  On  our  system,  yes,  sir. 

Q  On  your  system,  isn't  that  true? 

A  Yes . 

Q  That's  really  what's  happening  at  Colstrip? 

A  That's  what  happened  at  Colstrip. 

MR.  GRAYBILL:  I  think  that's  all  I  have. 

HEARINGS  EXAMINER:  Will  everyone  care  to  join  me 
in  a  recess?  We  will  do  so. 

(RECESS,  3:10  P.M.) 

************* 
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- - - 

(Following  a  brief  recess,  the  hearing  reconvened  at  3:40  P.M. 
on  May  27,  1975.) 

HEARINGS  EXAMINER:  Very  well,  we'll  proceed  with 
the  Re-Cross-Examination  by  Mr.  Steve  Brown,  on  behalf 
of  the  Board  of  Health  and  the  Department  of  Health,  or 
however  you  say  it. 

MR.  BROWN:  Mr.  Davis,  I  have  no  further  questions 
of  Mr.  O'Connor,  but  I  would  like  to  reserve  my  right 
to  recall  Mr.  O'Connor  during  the  air  and  water  quality 
certification  portion  of  these  proceedings. 

HEARINGS  EXAMINER:  Do  you  have  a  response  to  that. 


t 


Mr.  Bellingham? 

MR.  BELLINGHAM:  During  the  air  and  water  portion? 

MR.  BROWN:  Right,  beginning  on  June  5th. 

HEARINGS  EXAMINER:  I  would  think  that  he  is  subject 
to  recall  by  subpoena  or  otherwise  when  we  come  down  to 
your  Case-in-Chief,  and  I  suppose  they  can  call  whoever 
they  want.  Wouldn't  that  be  true?  Very  well,  he'll  be 
subject  to  such  recall.  I'm  sure  Mr.  O'Connor  will  not 
object,  and  he  also  will  be  subject,  when  we  conclude 
here,  to  recall  on  behalf  of  the  deposition  testimony. 

Mr.  Bellingham,  do  you  have  any  Re-Redirect  Examination? 

MR.  BELLINGHAM:  Are  you  sure  there's  only  two 
"re's"  in  there?  I  lost  count  somewhere  along  the  line. 

I  have  three  questions,  I  believe. 


Re-Redirect  Examination  of  Mr.  O'Connor  by  Applicants 


By  Mr.  Bellingham: 


-904- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


Q  Mr.  O'Connor,  you  used  the  expression  "veil  of  tears"  when 
you  were  referring  to  Portland  General  and  their  plans  to 
use  turbine  generators.  Why  was  that  particular  phrase  used? 

A  Well,  because  Frank  Warren,  Bob  Short,  Art  Porter  literally 
shed  a  veil  of  tears  over  the  need  to  install  this  turbine 
generation.  It  was  a  real  serious  problem  with  them.  It 
was  expensive,  by  several  million  dollars;  they  didn't  know 
whether  they  were  going  to  get  the  oil.  As  a  matter  of  fact, 
they  were  strangling  for  oil  at  the  time  that  they  ordered 
the  turbine  generators,  and  they  literally  shed  enough  tears 
to  keep  those  turbines  from  starting. 

Q  Now,  then,  you  will  recall  that  during  Mr.  Shenker's  examina¬ 
tion  of  you,  he  referred  to  the  Montana  Power  Company  long 
range  plan  filed  on  April  1,  1974,  and  directed  your  attentio: 
to  page  2  thereof,  and  a  particular  quote,  which  read  as 
follows:  "If  Unit  No.  3  &  4  are  not  built  as  proposed  by  the 


applicants,  Montana  Power  Company  is  considering  construction 
of  a  third  35  0  megawatt  or  larger  unit  to  be  constructed  at 
Colstrip  in  1979,  and  additional  generation,  probably  gas 
turbines,  of  150  megawatt  capacity  would  be  required  somewhere 
on  the  Montana  Power  system,  to  meet  generation  requirements 
by  December  of  1978."  Do  you  recall  that? 

A  Yes,  sir. 

Q  Now,  then,  I  hand  you  Montana  Power  Company  Long  Range  Plan, 
dated  April  1,  1975,  and  call  your  attention  to  Exhibit  B. 

Do  you  see  that? 

A  Yes,  sir. 

Q  And  does  that  refer  to  the  paragraph  that  I  just  called  your 
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attention  to,  which  is  contained  in  the  Long  Range  Plan  of 
1974? 


A  Yes,  sir. 

Q  Would  you  please  tell  us  what  that  particular  letter  is? 
Exhibit  B? 

A  This  is  a  letter  to  Mr.  Gary  J.  Wicks,  Director  of  the 
Department  of  Natural  Resources  and  Conservation,  from 
Bill  Coldiron,  Vice  President  and  General  Counsel  of  Montana 
Power  Company,  correcting  the  previous  letter. 

Q  What  is  the  date  of  the  letter? 

A  It  is  dated  May  3,  1974,  about  one  month  after  the  previous 
letter. 

Q  Now,  you  mentioned  that  it  corrected  the  previous  letter. 

You  mean  it  corrected  the  statement  that  I  referred  to  that 
is  contained  in  the  '74  Long  Range  Plan,  is  that  correct? 

A  Yes,  sir. 

Q  Would  you  read  that  letter,  please? 

A  "Dear  Sir:  The  long  range  plan  filed  by  the  Montana  Power 
Company  on  April  1st,  1974  pursuant  to  Section  14  of  the 
Montana  Utility  Siting  Act  of  1973,  it  is  stated  on  page 
2,  quote:  'If  Units  No.  3  and  4  are  not  built  as  proposed  by 
the  applicants,  the  Montana  Power  Company  is  considering 
construction  of  a  third  350  megawatt  or  larger  unit,  to  be 
constructed  at  Colstrip  in  1979,  and  additional  generation, 
probably  gas  turbines  of  150  megawatt  capacity,  would  be 
required  somewhere  on  the  Montana  Power  Company  system  to 
meet  generation  requirements  by  December  of  1978.'  This 

V 

implies  that  the  150  megawatts  of  gas  turbine  and  commercial 
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operation  by  December  1978,  plus  an  additional  350  megawatt 
or  larger  plant  at  Colstrip  and  commercial  operation  by  mid 
1974  would  be  a  viable  alternative  to  Colstrip  Units  3  &  4 
insofar  as  Montana  Power  Company  is  concerned.  Such  is  not 
now  the  case.” 

Q  Now,  let  me  call  your  attention,  you  mentioned  here  in  the 
last  paragraph  that  you  read,  in  the  fourth  sentence,  you 
mentioned,  I  think,  mid-1974,  when  in  fact  it  should  be  mid- 
1979.  Am  I  correct  in  that? 

A  If  I  said  1974  I  was  wrong.  It  reads,  "in  operation  by  mid 
1979." 

Q  Will  you  go  on  with  your  reading,  please? 

A  "Because  of  the  regulatory  time  requirements,  of  changes 
in  the  availability  of  gas  and  oil  and  a  worldwide  basis, 
including  Montana,  the  restrictions  on  the  importation  of 
gas  from  Canada,  and  the  priorities  on  the  use  of  gas  and  oil 
fixed  by  Federal  authorities,  generation  by  gas  turbine  in 
1978  now  appears  to  be  impractical,  if  not  impossible.  Due 
to  regulatory  time  requirements  and  the  unavailability  of 
machinery,  equipment  and  material,  it  would  not  be  possible 
to  have  a  350  megawatt  or  larger  plant  in  commercial  operation| 
at  Colstrip  by  mid-1979.  As  you  know,  electric  generating 
plants  are  not  shelf  items.  They  must  be  engineered  and 
manufactured  on  a  custom  basis.  Deliveries  of  major  items  of 
equipment  are  now  being  projected  at  extremely  long  periods. 
For  example,  we  have  just  been  informed  that  delivery  time  on 
a  large  drag  line  is  now  86  months  —  7  years.  This  is 


illustrative  of  the  problems  involved  in  the  undertaking  of 
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major  construction.  When  the  time  schedules  involved  with 
the  regulatory  process  are  considered  with  the  projected 
delivery  dates  of  equipment  and  time  required  for  engineering  j 
and  other  necessary  preliminary  work, 'it  appears  that  the 
construction  of  a  350  megawatt  or  larger  plant  for  commercial  j 
operation  by  mid-1979  is  not  now  possible.  The  Montana  Power 
Company  is  giving  serious  consideration  to  the  alternatives, 
if  any,  which  may  be  open  to  it  in  order  to  serve  the  energy 
needs  of  the  people  of  its  service  area,  if  Colstrip  3  &  4 
are  not  constructed  in  accordance  with  the  projected  schedule. 

m 

It  is  obvious  to  us  at  this  point  in  time  that  the  projected  ^ 
combination  of  150  megawatts  of  gas  turbine  capacity  for 
1978,  plus  an  additional  350  megawatt  or  larger  plant  at 
Colstrip  for  1979  is  not  a  viable  alternative  to  Colstrip 
Units  3  &  4.  We  will  be  happy  to  discuss  this  matter  with 
you  at  your  convenience.  Very  truly  yours,  Montana  Power 
Company,  by  William  H.  Coldiron." 

Q  I  think  when  you  previously  testified  regarding  the  conference 

that  you  had  with  representatives  of  the  two  Indian  tribes  ® 

at  Hardin,  Montana,  sometime  during  the  year  of  1970,  at  which 
time  Allen  Rowland  was  present,  you  indicated  that  to  the 
best  of  your  recollection,  it  was  held  during  the  summer  of 
1970.  Do  you  recall  that? 

A  Yes,  sir.  I  testified  to  that. 

Q  Have  you  now  refreshed  your  memory  with  regard  to  this  particuj- 

lar  point?  j 

A  Yes,  sir.  I  discussed  it  with  Bob  Labrie  and  I  find  that 
that  meeting  was  held  in  January  of  1970,  very  early  in  the 
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year . 


time  have  any  Re-Re-Cross-Examination? 


MR.  SHENKER:  Yes,  Mr.  Davis. 


MR.  BELLINGHAM:  No  further  questions. 


HEARINGS  EXAMINER:  Mr.  Shenker,  do  you  at  this 


Re-Re-Cross  Examination  of  Mr.  O'Connor 

by  Department  of  Natural  Resources  and  Conservation 

By  Mr.  Shenker: 

Q  Mr.  O'Connor,  let's  first  look  at  the  veil  of  tears  that 

you  and  Mr.  Bellingham  were  discussing.  The  Harbortown  Plant 
is  the  one  that  you  were  discussing  that  Portland  General 
Electric  was  going  to  put  in  for  a  combustion  turbine  plant? 

A  I  don't  know  what  the  name  of  the  plant  might  have  been. 

Q  Is  it  in  the  Portland  General  vicinity? 

A  I  think  it  was  in  the  vicinity  of  Portland. 

Q  Right,  and  that's  a  plant  that  Portland  General  Electric  put 

in  without  applying  for  a  permit,  isn't  that  right? 

A  Oh,  I  wouldn't  have  any  idea  about  that. 

Q  You  are  not  aware  of  the  controversy  and  litigation  that's 

surrounding  the  Harbortown  Plant  being  put  in  without  a  permit 

A  No,  sir,  I  don't  know  anything  about  their  putting  it  in 
without  a  permit. 

Q  I  believe  you  were  telling  us  on  the  re-redirect  examination 
about  how  the  importance  of  this  plant  was  looked  at  by  Mr. 
Warren,  Mr.  Short  and  others  in  Portland  General  Electric 
within  the  time  frame  that  you  have  been  discussing  for  the 
completion  of  Colstrip  Units  3  &  4,  right? 
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Q  Well,  they  were  talking  about  a  power  requirement  that  they 
had  that  really  didn't  have  much  to  do  with  Colstrip  3  &  4. 

It  came  before  Colstrip  3  &  4. 

Q  What  is  the  time  frame  that  you're  talking  about  for  Colstrip 
3  &  4? 

A  1978-79  on  up  to  about  1985,  I  think  —  all  of  those  years 
the  Pacific  Northwest  and  most  of  the  companies  in  it  are 
deficient,  even  with  Colstrip  3  &  4. 

Q  Let's  clear  that  up  now,  if  we  can,  Mr.  O'Connor.  You  don't 
contend,  sir,  that  Colstrip  3  will  have  any  benefit  at  all 
for  the  year  1978,  do  you? 

A  Not  now. 

Q  And  you  don't  contend  that  Colstrip  #3  will  be  available,  even 
if  you  start  construction  this  year,  before  the  fall  of  1979? 

A  I  think  that  would  be  about  the  best  we  could  do. 

Q  And  you  don't  contend  that  Colstrip  #4  will  be  available  until 

the  following  year,  1980,  isn't  that  true? 

A  That's  right. 

Q  So  when  you're  talking  about  a  time  frame  for  Colstrip  3  &  4, 
those  are  the  dates  that  you're  talking  about? 

A  Well,  that's  as  soon  as  we  can  have  those  power  needs  satisfied. 

Q  I  think  you  told  us  during  the  re-cross  examination  by  the 

Northern  Cheyenne,  further  with  respect  to  the  time  frame, 
that  you  don't  consider  it  necessary  when  you  file  an  applica¬ 
tion  to  have  all  of  the  issues  resolved  --  what  you  called 
"set  in  cement"  —  at  that  time,  is  that  right? 

MR.  BELLINGHAM:  We  object  to  this  line  of  question¬ 
ing  on  the  grounds  that  it's  improper  cross-examination 
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at  this  point. 

HEARINGS  EXAMINER:  Sustained. 

Q  In  telling  us,  Mr.  O'Connor,  about  the  veil  of  tears  with 
respect  to  the  Portland  General  Electric  Company,  did  you 
also  tell  us,  sir,  about  what  other  discussions  you  had  with 
Mr.  Short  and  Mr.  Warren  of  Portland  General  Electric  Company] 
as  to  other  alternatives  they  were  considering? 

A  No,  I  didn't  tell  you  about  those. 

Q  Why  didn't  you? 

A  I  guess  it  is  possible  this  might  have  been  a  question  you 
didn't  ask. 

Q  Well,  I  couldn't  have  asked  any  of  the  questions  on  that  line 
because  Mr.  Bellingham  was  conducting  the  examination,  but 
you  don't  want  us  to  believe,  do  you,  sir,  that  you  were  hav¬ 
ing  an  isolated  discussion  with  the  representatives  of  Port¬ 
land  General  Electric  solely  on  the  issue  of  combustion 
turbines? 

A  Yes,  we  sure  did. 

Q  Is  it  not  a  fact,  Mr.  O'Connor,  that  you  have  discussed  with 
the  same  Mr.  Short  and  the  same  Mr.  Warren  the  issue  of  com¬ 
bustion  turbines  in  the  context  of  their  other  viable  alterna¬ 
tives? 

A  No,  sir.  The  discussions  I  had  with  the  officers  of  Portland 
General  Electric  had  to  do  with  the  turbines  —  I  think  400 
megawatts  of  turbine  capacity  —  that  they  were  buying  a  coupl 
of  years  ago  for  installation  in  the  Portland  area.  This  is 
the  only  discussion  I've  had  with  them  about  turbines. 

Q  We'll  get  back  to  that  in  a  moment.  Let's  talk  now  about  the 
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long  range  plan  of  April  1974  which  Mr.  Bellingham  had  you 
read  into  the  record,  the  whole  of  Exhibit  B,  the  letter  of 
May  3,  1974,  which  was  taken  from  the  1975  Long  Range  Plan. 

As  I  understand  it,  that's  a  letter  written  by  your  lawyer, 

Mr.  Coldiron,  is  that  right? 

A  Mr.  Coldiron  was  Vice  President  and  General  Counsel  of  the 
Company  at  that  time. 

Q  And  General  Counsel  is  lawyer,  is  that  right? 

A  Yes,  sir. 

Q  In  that  lawyer's  letter,  Mr.  Coldiron  was  trying  to  correct, 
as  I  understood  it,  an  implication  from  the  1974  Long  Range 
Plan,  is  that  right? 

A  That's  what  he  said. 

Q  So  sometime  before  May  3rd  of  1974  would  you  agree  with  Mr. 

Coldiron  that  the  Company  had  implied  that  there  were  alterna¬ 
tives  to  Colstrip  3  &  4? 

A  Well,  the  April  letter  implied  that,  according  to  Mr.  Coldiron. 

Q  Did  you  not  agree  with  that? 

A  Yes,  I  think  there  was  such  an  implication,  and  we  wanted  to 
correct  it. 

Q  And  of  course  at  that  time.  May  3rd,  1974,  you  expected  that 
by  then  you  should  have  received  your  certification  for  the 
application  you  had  filed  eleven  months  earlier? 

A  We  didn't  expect  that  we  should  have.  We  hoped  that  we  would. 

Q  You  told  Bechtel  that  you  were  going  to  get  it  by  May  of  '74, 
didn't  you? 

A  I  don't  ever  recall  telling  Bechtel  that.  We  expressed  the 

hope  that  we  would  get  it  by  May  or  June  of  '74.  We  expressed 
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it  publicly,  and  I'm  sure  that  we  would  probably  have  said 
to  Bechtel  that  we  hoped  we  would  get  it  by  then. 

Q  Would  you  characterize  this  statement  by  Mr.  Coldiron,  with 

respect  to  the  negativing  of  an  implication  in  May  of  1974,  ai 
the  same  kind  of  statement  that  Mr.  McElwain  made  in  January 
of  1973  with  respect  to  the  possible  inference  that  Colstrip 
3  &  4  were  being  considered? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it  calls 
for  a  conclusion,  incompetent,  improper  cross-examinatio] 
It's  vague  and  uncertain. 

HEARINGS  EXAMINER:  Overruled.  You  may  answer. 

A  Well,  I  really  don't  know  why  kind  of  an  inference  Mr.  McElwailn 
intended  to  leave.  It  is  fairly  clear  in  Mr.  Coldiron' s  letter 
that  he  is  trying  to  set  the  record  straight  so  that  we  wouldn't 
be  accused  later  of  not  having  done  so,  when  we  knew  it  wasn' 
possible . 

Q  Let  me  recall  for  you  the  words  used  by  Mr.  McElwain  in  Janu¬ 
ary  of  1973  at  a  meeting  of  the  State  Board  of  Health  and 
Environmental  Sciences,  when  the  question  was  put  to  him, 

"Are  you  considering  building  Colstrip  Units  3  &  4?"  --  and 
his  answer  was,  "That  is  not  true."  Now,  can  you  compare  for 
me  that  statement  by  the  then  Executive  Vice  President  of 
The  Montana  Power  Company,  with  the  statement  made  the  sub¬ 
sequent  year  by  Mr.  Coldiron,  the  Vice  President  and  General 
Counsel  of  The  Montana  Power  Company? 

A  Well,  I  don't  know  that  Mr.  McElwain  said  that,  to  start  with, 

Q  I'll  ask  you  to  assume  that  that's  true. 

A  Well,  if  Mr.  McElwain  said  that,  he  obviously  was  saying  that 
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no  definitive  plans  had  been  made  to  build  Colstrip  3  &  4. 

Q  I  put  it  to  you,  Mr.  O'Connor,  that  what  Mr.  Coldiron  was 
trying  to  say  in  1974  was  that  no  definitive  plans  had  been 
made  for  a  combustion  turbine  and  additional  350  megawatt 
coal-fired  generating  plant  in  May  of  '74,  isn't  that  true? 

A  Sure . 

Q  I  believe  that  the  rest  of  that  text  of  the  letter  which  you 
read  into  the  record  at  Mr.  Bellingham's  request,  by  Mr. 

Coldiron,  discusses  why  he  is  trying  to  negative  the  implica¬ 
tion  that  he  believes  might  have  been  an  allowable  inference 
from  the  earlier  long  range  plan,  in  the  course  of  which  he  (» 

describes,  I  take  it,  the  impossibility  of  moving  to  any 
alternatives  to  Colstrip  3  &  4,  isn't  that  true? 

A  That's  the  gist  of  the  letter,  as  I  read  it. 

Q  You  would  include  in  that,  would  you  not,  the  impossibility 
of  shipping  coal  to  the  west  for  power  plants? 

A  At  that  stage  of  the  game,  as  an  alternate  to  Colstrip  3  &  4, 
yes. 

Q  You  went  into  that  at  some  length  with  Mr.  Graybill,  Mr. 

O'Connor,  with  the  discussion  of  why  you  can't  ship  coal  west. 

It  had  something  to  do  with  the  grade  at  Bozeman  and  going 
over  the  mountain  ranges.  Do  you  know,  sir,  how  many  locomo¬ 
tives  are  used  to  pull  a  unit  train  for  hauling  coal  east? 

A  I  guess  it  depends  on  how  big  the  unit  train  was.  I  don't 
know. 

Q  A  100-car  train,  what  would  you  say? 

A  No,  1  don't  know. 

Q  Do  you  know  if  that's  five  locomotives? 
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MR.  BELLINGHAM:  We  object  on  the  grounds  that  it's 
improper  cross-examination. 

MR.  SHENKER:  This  is  what  Mr.  Coldiron  raised  in 
his  letter.  Mr.  Bellingham  is  the  one  that  opened  that 
up. 

HEARINGS  EXAMINER:  The  objection  is  sustained.  He 
says  he  doesn't  know. 

2  All  right,  I  will  ask  him  another  question.  Mr.  O'Connor,  do 
you  not  know  that  the  official  position  taken  by  any  of  the 
railroads  called  upon  to  do  a  unit  coal  haul  is  that  it  takes 
seven  locomotives  to  go  west  from  Colstrip  and  five  locomotives 
to  go  east  from  Colstrip? 

A  I  didn't  know  that  was  the  number.  That  makes  some  sense. 

It  would  take  more,  I  know. 

Q  Yes.  That's  the  whole  difference  in  power,  isn't  it?  Two 
more  locomotives. 

A  Yes.  That's  40%  more. 

Q  In  locomotives? 

A  Right. 

Q  Now,  in  looking  at  these  other  alternatives  that  Mr.  Coldiron 
said  were  impossible  in  his  letter  of  May  3,  1974,  would  you 
include  within  the  impossibilities  the  participation  of  the 
Montana  Power  Company  in  a  plant  like  that  at  Centralia? 

A  Centralia  was  built.  It  was  too  late  to  participate  in 
Centralia. 

Q  For  the  Montana  Power  Company? 

A  Yes . 

Q  But  all  four  of  the  other  participants  in  this  application 
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for  Colstrip  3  &  4  are  participants  in  Centralia,  aren't  they? 
Oh,  I'm  not  real  sure  about  Puget.  They  may  very  well  be. 

And  the  reasons  for  accelerating  that  schedule,  which  Mr. 
Coldiron  does  not  tell  us  in  his  letter,  was  to  get  in  before 
the  Washington  Utility  Siting  Act  was  passed,  isn't  that  right 
MR.  BELLINGHAM:  We  object  on  the  grounds  that  it's 
improper  cross. 

HEARINGS  EXAMINER:  I'll  sustain  that  objection. 

Well,  Mr.  O'Connor,  do  you  not  know  that  when  the  Centralia 
plant  was  built  there  was  no  Washington  Utility  Siting  Act? 

MR.  BELLINGHAM:  We  object  to  this  line  of  question¬ 
ing  on  the  grounds  that  it's  improper  cross  at  this  point,  sir 
HEARINGS  EXAMINER:  Sustained. 

I  want  to  cAll  two  statements  to  your  attention,  Mr.  O'Connor, 
in  Mr.  Coldiron' s  letter  of  May  3rd,  1974  while  this  contested 
case  was  pending  —  or  the  application  which  resulted  in  this 
contested  case  was  pending.  In  the  third  paragraph  of  the 
letter,  he  said,  did  he  not,  that  the  implication  that  there 
is  a  viable  alternative  to  Colstrip  Units  3  &  4,  insofar  as 
the  Montana  Power  Company  is  concerned,  is  not  now  the  case. 

He  said  the  350  and  gas  turbine  generation  as  an  alternative 
were  not  now  the  case. 

All  right,  negativing  the  implication  that  came  from  the  earlier 
long  rangq  plan? 

Right. 

And  he  also  said,  did  he  not,  that  the  Montana  Power  Company 
is  giving  most  serious  consideration  to  the  alternatives,  if 
any,  which  may  be  open  to  it,  in  order  to  serve  the  energy 
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needs  of  the  people  of  its  service  area  if  Colstrip  Units 
3  &  4  are  not  constructed  in  accordance  with  the  projected 
schedule.  Right? 

A  Sure. 

Q  At  that  time,  in  May  of  1974,  the  projected  schedule  was  that 
Colstrip  Unit  3  would  come  on  in  1978,  wasn't  it? 

A  Yes,  sir. 

Q  What  were  the  alternatives  to  which  most  serious  consideratior 
were  given  to  a  one  year  delay  in  Colstrip  3  coming  on  stream? 

A  For  Montana  Power  Company? 

Q  Yes. 

A  Well,  there  weren't  any.  He  said  that  in  his  letter  —  "if 
any . " 

Q  Now,  it  is  true,  isn't  it,  Mr.  O'Connor,  that  if  there  are 

alternatives  for  any  of  the  applicants  in  the  present  Colstrip 
proceedings,  then  that  will  assist  the  remaining  applicants 
to  the  Colstrip  proceedings  to  obtain  power  which  others 
otherwise  would  have  obtained? 

A  If  there  were  some  available. 

Q  Yes.  Therefore,  it  really  isn't  sufficient  to  tell  us  whether 
there  are  alternatives  for  the  Montana  Power  Company,  because 
it  would  follow,  would  it  not,  if  there  are  viable  alternatives 
to  Portland  General  Electric  Company,  then  15%  —  or  is  it 
2Q%?  —  yes,  20%  of  the  Colstrip  3  &  4  power  need  not  go  to 
Portland  General  Electric? 

A  If  they  exercise  the  alternatives  and  there  were  some,  they 
wouldn't  need  the  20%. 

Q  And  that  would  similarly  be  true  with  respect  to  the  10%  of 
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the  Pacific  Power  &  Light  Company,  wouldn't  it? 

Yes . 

And  the  15%  of  the  Washington  Water  Power? 

Yes,  sir. 

And  the  25%  for  Puget  Sound? 

Yes. 

All  right,  then  I  will  ask  you,  sir,  if  it's  not  the  case  tha 
the  acceleration  of  schedules  for  other  plants  on  the  plannin 
board  for  the  other  four  applicants  would  not  be  an  exercise 
of  another  viable  alternative? 

No,  sir. 

It  would  not? 

No,  sir.  They  couldn't  accelerate  it  enough  to  be  an  alterna 
tive  to  Colstrip  3  &  4. 

As  a  matter  of  fact,  what  has  happened  is  that  the  other 
applicants  have  decelerated  their  plans,  haven't  they? 

Not  all  of  them. 

Some  of  them  have,  haven't  they? 

Well,  I  think  that  to  the  extent  that  Pacific  is  going  to 
postpone  for  one  year  Bridger  No.  4,  this  is  a  deceleration, 
in  Bridger. 

Do  you  know  whether  there's  a  Utility  Siting  Act  in  Wyoming? 
No,  I  don't. 

You  don ' t  know? 

No. 

Do  you  know  whether  there's  a  Utility  Siting  Act  in  Oregon? 

I  understand  ther&  is. 

In  Washington? 
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Q 

A 
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A  I  understand,  there's  one  there. 

Q  Do  you  know  whether  any  of  the  applicants  have  projects  which 
they  proposed  before  those  Utility  Siting  Acts  came  into  beinc 
Coal-fired  projects? 

A  Not  in  Oregon  or  Washington,  to  my  knowledge. 

Q  How  about  Centralia? 

A  Oh,  Centralia  belongs  to  the  past.  That's  like  telling  about 
Corette  or  some  of  these  plants  that  were  built  years  ago. 
Centralia  has  been  on  line  for  a  long  time.  It  is  not  an 

% 

alternate  to  Colstrip  3  &  4  in  any  sense  of  the  word. 

A  long  time?  When  did  it  go  on  stream? 

Oh,  I  suspect  that  it's  been  on  stream  for  probably  four  years 
Do  you  know,  sir,  that  as  of  this  current  year  there  are 
representatives  of  the  Bechtel  corporation  still  at  work  on 
the  Centralia  project? 

A  Oh,  I  sure  do;  you  betcha  I  know  that,  but  it's  on  stream. 

Q  To  come  back  to  the  time  frame,  then,  which  you  were  discussirjg 
for  Colstrip  Units  3  &  4,  it  is  true,  is  it  not,  Mr.  O'Connor, 
just  as  you  told  Mr.  Graybill  that  coal  is  here  but  there  is 
a  time  when  coal  as  the  way  to  go  will  have  been  part  of  the 
past,  that  by  the  end  of  the  time  frame  you  now  discuss  for 
Colstrip  3  &  4,  what  you  will  have  on  your  hands  is  a  profit¬ 
able  1400  megawatt  power  producing  white  elephant? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it 
calls  for  a  conclusion,  is  repetitious  and  is  improper 
cross-examination . 

HEARINGS  EXAMINER:  I'm  not  sure  I  got  all  the 
question.  I'll  sustain  the  objection.  Why  don't  you  ask 
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another  question  since  I  don't  recall  the  entire  question? 

MR.  SHENKER:  Sutely. 

Q  Let  me  put  it  to  you  simply,  Mr.  O'Connor.  It  is  true,  isn't 
it,  sir,  that  at  the  end  of  the  time  frame  that  you  were  dis¬ 
cussing  there  would  be  neither  a  present  projection  of  nor 
then  a  need  for  that  particular  configuration  of  facilities 
which  you  propose  at  Colstrip  3  &  4? 

MR.  BELLINGHAM:  We  object  on  the  grounds  of  improper 
cross  and  repetitious. 

HEARINGS  EXAMINER:  Overruled. 

A  Of  course,  I  —  that's  a  ridiculous  statement.  I  wish  the 

Examiner  had  let  me  answer  the  first  one.  It's  a  preposterous 
statement.  These  aren't  white  elephants;  there's  going  to  be 
a  need  for  them.  You  don't  just  build  a  power  plant  for  about 
three  years  and  then  decide  that  because  you're  going  to  have 
something  come  on  that  you'll  never  use  that  one  again. 

Q  Are  you  through  with  your  answer? 

A  For  the  time  being.  I  may  start  again  in  a  moment. 

Q  We'll  give  you  a  chance  to  start  again.  Now,  you  will  concede 

with  me,  will  you  not,  sir,  that  if  you  started  today  you 
could  build  a  different  kind  of  facility  that  would  be  on 
stream  and  ready  to  go  in  1986? 

A  I  believe  we  could,  if  we  could  get  a  permit.  Yes. 

Q  And  indeed  that  would  include  a  nuclear  facility,  wouldn't  it? 

A  I  don't  know  if  you  could  get  a  nuclear  on  in  ten  years  or  not. 

There  are  people  that  have  been  trying  that  long  that  aren't 
going  to  make  it. 

Q  Well,  the  standard  lead  time  is  8-10  years,  isn't  it? 
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A  I  think  this  is  conservative  on  nuclear. 

Q  If  you  started  today  you  could  have  a  coal  gasification  plant 
on  stream  in  1986,  couldn't  you? 

A  I  don't  know.  Nobody's  ever  built  one,  so  I'm  not  sure  we 
could. 

Q  You've  been  considering  it  in  a  nonplanning  way  for  a  number 
of  years? 

A  Yes,  sir.  We  still  are. 

Q  And  you've  got  an  experimental  project  that's  going  to  be 
underway  pretty  quick? 

MR.  BELLINGHAM:  We  object  on  the  grounds  of  improper 
cross . 

HEARINGS  EXAMINER:  I  think  the  alternatives  discussed 
in  Mr.  Coldiron's  letter  permit  him  to  answer.  Objection 
overruled. 

A  I  don't  know  of  any  gas  plant  that's  going  to  be  built. 

Q  But  you  will  concede  with  me,  Mr.  O'Connor,  will  you  not,  sir, 

that  this  research  and  development  in  which  you  believe  in, 
and  in  which  Mr.  Kissinger  evidently  believes,  can  indeed 
produce  the  kinds  of  alternatives  which  will  be  available, 
certainly  by  the  end  of  the  time  frame  that  you  have  been 
discussing  for  Colstrip  3  &  4? 

A  Oh,  I  wouldn't  make  that  assertion,  even  for  Mr.  Kissinger's 
sake.  I  don't  know  whether  there's  going  to  be  solar  genera¬ 
tion  by  the  end  of  the  time  frame  we're  talking  about  for 
Colstrip  3  &  4 ,  or  magnetohydrodynamics,  or  gasification. 

I  don't  know  that.  I  would  doubt  it,  as  a  matter  of  fact. 

Q  How  about  geothermal? 
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A  Well,  if  the  Sierra  Club  has  their  way  with  the  suit  they 
just  filed,  there  won't  even  be  any  geothermal  leases. 

Q  Well,  if  the  Sierra  Club  doesn't  have  its  way,  wouldn't  you 
think  about  the  lead  time  necessary  to  produce  geothermal 
units? 


A  I  think  it's  a  lot  longer  and  a  lot  less  adequate  than  some 
of  the  rest. 

And  do  you  believe  that  Mr.  Coldiron  is  negativing  all  of 
those  possibilities  for  the  results  of  research  and  develop¬ 
ment  at  the  time  frame  of  Colstrip  4  in  his  letter  of  May  3, 
1974? 

A  Yes,  I  think  so. 

So  then  the  state  of  the  record,  and  your  testimony  at  this 
time,  Mr.  O'Connor,  would  be,  as  I  take  it,  that  despite  your 
deep  set  belief  in  the  value  of  research  and  development, 
there  will  be  no  alternatives  to  coal-fired  facilities,  even 
beyond  1985.  Is  that  right? 

A  That  isn't  the  time  frame  of  Colstrip  4.  Colstrip  4  we  hope 
to  come  on  in  1980. 

Yes,  sir,  but  you  told  me  a  few  moments  ago  that  the  time 
frame  for  the  need  of  Colstrip  3  &  4  commences  in  1979  in  the 
fall  and  ends  in  1985. 


A  I  think  that  the  shortages  end  in  1975,  if  everybody  is  per¬ 
mitted  to  go  ahead  with  the  generation  they  hope  to  build. 

Q  You  don't  mean  '75,  you  mean  '85? 

A  1985. 

Q  The  reason  for  the  end  of  the  problem  in  1985  is  that  a 

number  of  nuclear  facilities  now  being  proposed  will  by  then 
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be  on  stream,  is  that  right? 

A  That's  one  of  the  reasons,  but  if  we  don't  build  3  &  4  there 
will  still  be  a  shortage  beyond  that. 

Q  You  believe  that  those  1400  megawatts  are  going  to  make  a 
difference  between  a  shortage  or  a  nonshortage  in  1985,  if 
all  other  generating  units  now  being  planned  come  on  stream? 

A  I  think  it  will  make  1400  megawatts  difference. 

Q  Is  that  going  to  be  a  difference  between  deficit  and  surplus? 

A  It  probably  will. 

Q  You  think  so? 

A  I  think  so. 

Q  Do  you  include  in  your  negativing  of  other  alternatives  the 
development  of  6,000  megawatts  of  hydroelectric  potential 
in  the  State  of  Montana? 

A  I  don't  think  there's  going  to  be  any  6,000  megawatts  of 
hydro  developed  in  Montana  by  1985,  or  '90. 

Q  How  about  20,000  megawatts  of  developable  hydro  facilities 

in  the  State  of  Washington,  for  which  engineering  feasibility 
has  been  completed  by  the  Federal  Power  Commission? 

A  I  don't  think  they'll  be  on  the  line  by  1985. 

Q  You  don ' t? 

A  No,  sir. 

Q  The  fact  is,  is  it  not,  Mr.  O'Conhor,  that  what  your  own 

company  had  considered  —  not  plahned;  considered  —  for  the 
Montana  Power  Company  alone  at  the  Colstrip  site,  over  a  time 
frame  that  would  take  us  more  than  30  years  up  the  road,  past 
the  year  2,000,  into  the  21st  century,  was  two  350  megawatt 
units,  two  500  megawatt  units,  and  two  750  megawatt  units? 
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No.  Mr.  Shenker,  it's  no  use;  we  never  planned  beyond  3,000 
megawatts  at  Colstrip. 

I  avoided  the  naughty  word  "planned,"  I  said  "considered." 

We  didn't  even  consider  putting  300  megawatts  at  Colstrip. 

300  megawatts? 

Over  3,000  megawatts  at  Colstrip. 

You  would  deny  that  your  company  ever  considered  putting  in 
two  350  megawatt  units,  two  500  megawatt  units,  and  two  750 
megawatt  units? 

That  might  be.  3,200  —  certainly  100  one  way  or  the  other 
isn’t  —  or  200  —  we  can't  determine,  starting  out,  that 
close. 

But  you  certainly  did  consider  those  alternatives;  namely, 
two  350  megawatt  units,  two  500  megawatt  units,  and  two  750 
megawatt  units,  all  for  the  Montana  Power  Company,  and  all  at 

Colstrip? 

MR.  BELLINGHAM:  We  object,  your  Honor,  on  the 
grounds  that  it's  repetitious  and  improper  cross. 

HEARINGS  EXAMINER:  Sustained.  It's  repetitious? 
he  answered  that  question  before. 

Mr.  O'Connor,  is  one  of  the  reasons  that  there  is  no  viable 
alternative  that  Mr.  Coldiron  discussed  in  his  letter  of 
May  r  1974,  negativing  the  viable  alternatives  earlier 
described  by  the  Company,  that  it  takes  a  long  time  to  build 
a  coal-fired  facility  clean  enough  to  meet  applicable  standard 
I  don't  know  whether  that's  what  he  said,  but  it  takes  a  long 
time  to  build  one,  and  he  may  have  added  that. 

Isn't  the  problem  in  part,  sir,  for  example,  that  in  the  Colst 


? 


ip 
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coal  fields  you  have  Rosebud  and  McKay  coal  sort  of  interlaced 
with  each  other,  in  the  seams? 

A  No;  no,  they're  not  interlaced  at  all,  there's  a  distinct 
separation  between  the  two  coal  seams. 

Q  But  you'd  like  to  burn  both  McKay  and  Rosebud  at  Colstrip? 

A  It  would  be  nice  if  we  could. 

Q  And  the  problem  in  burning  McKay  is  that  the  sulfur  content 
of  the  McKay  coal  is  too  high? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it's 
repetitious;  it's  improper  cross. 

HEARINGS  EXAMINER:  Overruled. 

A  Yes,  the  sulfur  in  the  McKay  coal  is  high. 

HEARINGS  EXAMINER:  Do  you  want  a  continuing  objec¬ 
tion? 

MR.  BELLINGHAM:  I  would,  sir.  This  appears  to  us 
to  be  nothing  more  than  repetitious. 

HEARINGS  EXAMINER:  All  right,  you  shall  have  a 
continuing  objection. 

Q  Let  me  see  if  I  understand  the  testimony,  then,  at  this  stage 
of  the  record,  Mr.  O'Connor,  giving  the  negativing  of  the 
viable  alternatives  by  Mr.  Coldiron  and  your  previous  testimo 
As  I  understand  it,  there  exists  coal  which  has  a  sulfur  con¬ 
tent  less  than  that  of  the  Rosebud  seam, is  that  right? 

A  Higher  than  that  of  the  Rosebud  seam. 

Q  Well,  higher  and  lower  both? 

A  At  Colstrip? 

Q  Oh,  no.  There  is  coal,  not  at  Colstrip,  which  has  a  sulfur 
content  lower  than  the  Rosebud  seam? 
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A  Yes. 

Q  And  when  you  ship  your  Colstrip  coal,  in  concept,  west,  one 
of  the  reasons  you  can't  do  that  is  that  its  sulfur  content 
won't  match  up  with  the  lower  sulfur  content  in  Wyoming,  for 
example? 

A  That's  true. 

Q  And  the  reason  that  the  Wyoming  sulfur  content  coal  is  better 
than  yours  is  that  the  buyer  of  that  coal  doesn't  have  to 
build  such  an  expensive  scrubbing  system  to  put  out  cleaner 
effluent  from  its  coal-fired  plant? 

A  Well,  that's  what  he  hopes. 

Q  Then  it  is  true,  is  it  not,  as  much  for  Colstrip  as  it  is  for 
Boardman  or  Carty  at  Oregon  for  Portland  General  Electric 
that  you  will  be  using  at  Colstrip  coal  which  has  a  sulfur 
content  higher  than  is  available? 

A  Yes. 

And  therefore  it  will  be  necessary  for  you  to  put  in  a  scrub¬ 
bing  system  for  the  coal  at  Colstrip  which  would  be  more 
expensive  than  if  you  used  lower  sulfur  c6ntent  coal? 

A  No,  that  doesn't  necessarily  hold  where  Colstrip  is  concerned. 

Q  I'm  lost,  then,  Mr.  O'Connor. 

A  Indeed  you  are. 

Q  I  thought  you  told  me  that  PGE  would  have  to  spend  less  money 
on  a  scrubbing  system  at  Boardman  or  Carty  for  coal  with  a 
lower  sulfur  content.  Isn't  that  true? 

A  They  wouldn't  have  to  put  in  a  scrubber  system,  they  hoped. 

Q  In  your  view? 

A  Yes,  sir.  It's  in  their  view. 
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Q  In  their  view,  as  you  understand  it? 

A  Yes . 

Q  But  at  Colstrip,  even  if  you  were  using  the  same  coal  from 
Gillette,  Wyoming,  the  Amax  coal  deposit  there,  you  think 
you'd  still  have  to  build  a  more  expensive  scrubber  system, 
with  electrostatic  precipitators,  presumably,  than  PGE  is 
going  to  have  to  build  in  Portland? 

A  No. 

Q  Then  you  would  have  to  build  a  scrubber  system  at  Colstrip 
with  the  higher  sulfur  content  coal  that  is  more  expensive 
than  the  scrubber  system  you  would  otherwise  have  to  build 
with  the  lower  sulfur  content  coal? 

A  Right,  and  we  wouldn't  have  to  pay  any  freight  on  the  coal. 

And  we  would  have  to  pay  freight  on  the  Amax  coal  at  Gillette 

Q  Okay,  therefore,  as  you  see  it,  it's  competitive  to  use  the 
higher  sulfur  content  coal  because  you  don't  have  a  freight 
rate  to  pay  for  hauling  the  coal? 

A  Right. 

Q  But  it  is  true,  is  it  not,  Mr.  O'Connor,  that  your rate  base 
will  include  your  capital  investment  on  your  scrubber  system 
and  would  not  include  the  annual  operating  expenses  for  a 
freight  rate  haul  from  Gillette,  Wyoming? 

A  No,  that  is  not  true.  Part  of  our  operating  expense  would 
include  the  freight. 

Q  Is  it  part  of  your  rate  base? 

A  No,  it  isn't  part  of  our  rate  base. 

Q  Because  your  rate  base  is  based  upon  your  invested  capital, 
isn't  it? 
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A 

Q 

A 

Q 


Q 


A 

Q 

A 

Q 

A 

Q 

A 

Q 


Right . 

And  your  invested  capital  would  include  a  scrubber  system, 
wouldnrt  it? 

Certainly. 

One  that  is  more  expensive  than  you  would  have  to  invest  in 
if  you  were  using  the  lower  sulfur  content  coal? 

HEARINGS  EXAMINER:  I  will  sustain  the  objection 
before  obtaining  an  answer.  That  question  has  been 
answered  several  times. 


MR.  BELLINGHAM:  Thank  you. 


One  of  the  issues  that  Mr.  Coldiron  in  his  letter  discussing 


viable  alternatives  does  not  discuss,  Mr.  O'Connor,  is  the 


comparative  thermal  efficiences  between  the  alternatives  which 
are  being  given  most  serious  consideration,  if  any,  and  the 


Colstrip  Units  3  &  4.  Are  you  aware  of  the  comparative 
thermal  efficiencies  between  coal-fired  plants  and  other  kinds 


of  generating  facilities? 

I  didn't  think  Mr.  Coldiron  mentioned  those. 


I  don't  think  he  did,  either,  but  I'm  asking  you,  sir,  whether 
that  is  not  one  of  the  considerations  that  should  be  borne 


in  mind  in  determining  what  viable  alternatives  there  might  be? 

I  think  efficiencies  in  any  kind  of  a  system  are  a  consideration. 
What  is  the  proposed  thermal  efficiency  for  the  Colstrip  units 


You  would  have  to  ask  one  of  the  engineers  that.  I've  heard 


the  number,  but  I  don't  recall  it. 


Is  it  around  32% 


Oh,  no;  it's  higher  than  that 


35%? 
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A  Maybe  that's  closer  —  it  may  be  up  to  40%,  I  don't  know. 
Somewhere  in  that  range . 

Q  What's  the  thermal  efficiency  of  a  gasification  plant? 

A  I  don't  know.  Nobody's  ever  built  one. 

Q  What  are  the  experimental  results  on  thermal  efficiencies 
from  demonstration  projects  of  gasification? 

A  I  don't  know.  There  isn't  any  very  good  data  on  it.  They 
don't  keep  them  running  long  enough  to  find  out. 

Q  Haven't  you  seen  figures  that  show  thermal  efficiences  of 
60%  for  gasification  plants? 

A  I've  heard  talk  about  60%  but  I've  seen  no  figures  that  show 
that  they  could  make  60%. 

Q  What  are  the  proposed  thermal  efficiences  in  magnetohydro¬ 
dynamics  plants? 

A  60%  is  what  they  plan  for?  that  is  what  they're  hoping  for. 
But  it's  a  long,  long  way  between  hopes  and  plans  and  dreams 


Q 

A 


Q 


and  reality. 

What  does  thermal  efficiency  mean? 

That's  the  amount  of  heat  —  the  percentage  of  that  energy 
that  they're  going  to  get  out  of  that  coal. 

So  when  you  compare  the  use  of  coal  in  coal-fired  generating 
stations,  such  as  Colstrip,  with  the  use  of  coal  in  a  gasificaf 
tion  plant,  from  the  same  amount  of  coal  you'd  get  twice  as 
much  energy  from  the  gasification  plant,  assuming  the  60%  and 
30%  figures? 


MR.  BELLINGHAM:  Objection  to  this  line  of  question¬ 


ing 


HEARINGS  EXAMINER :  Sustained. 
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Q 

A 

Q 


A 

Q 

A 

Q 


A 


Q 


A 

Q 


A 


Is  there  any  way  of  comparing  thermal  efficiency  between 
gasification  and  coal-fired  plants? 

No,  nobody's  ever  built  a  gasification  plant. 

Well,  I  ask  you  to  assume,  then,  Mr.  O'Connor,  the  figure 
you've  seen,  although  you  haven't  seen  it  today,  60%  for  a 
gasification  plant  is  correct  as  the  thermal  efficiency.  How 
do  you  compare  that  with  a  figure  of,  say,  40%,  the  figure 
you  mentioned,  for  a  coal-fired  generating  facility? 

I  think  60  and  40  is  about  150%.  60  would  be  100%. 

Gasification  being  the  more  efficient  thermal? 

On  those  assumptions,  yes. 

And  the  other  efficiency,  of  course,  as  an  alternative  lookinc 
at  gasification  would  be  that  such  a  plant  could  take  the 
McKay  coal  without  the  scrubbing  problem  you  would  have  with 
the  coal-fired  generation  at  Colstrip? 

I  don't  know.  The  technology  hasn't  proceeded  to  the  point 
that  I  would  make  that  statement. 

Didn't  you  tell  us,  Mr.  O’Connor,  with  respect  to  the  improve¬ 
ment  of  technology  that  if  research  and  development  does  its 
thing  over  the  period  of  time  that  a  viable  alternative  may 
be  the  use  of  McKay  coal,  even  in  a  coal-fired  station  like 

Colstrip? 

It's  possible;  you  bet. 

Do  I  not  correctly  infer  from  that,  sir,  that  in  your  opinion 
technology  is  not  now  at  the  stage  where  you  could  burn  McKay 
coal  for  Colstrip? 

I  think  you  could  burn  very  small  quantities  of  it,  at  best, 
and  perhaps  none. 


-930- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


Q  Would  you  agree  that  a  mix  of  60%  McKay  and  40%  Rosebud  would 
be  a  very  unwise  thing  for  the  companies  to  do  at  Colstrip? 

A  I  don't  know  that  it  would  be.  I  haven't  studied  that  to  see 
what  the  effects  would  be. 

Q  Sixty  per  cent  of  the  blend  would  be  a  very  small  amount,  in 
your  view? 

A  Oh,  no,  that  wouldn't  be  a  small  amount  —  60%  of  Rosebud? 

Q  60%  of  Makay  and  40%  of  Rosebud? 

A  That  sounds  pretty  high  for  McKay,  but  it  could  be  possible, 

particularly  if  the  McKay  came  from  an  area  where  there  wasn't| 
high  sulfur  in  it. 

Q  How  about  80%  McKay  and  20%  Rosebud? 

A  I  don't  know  about  that.  It  sounds  pretty  high  to  me. 

Q  It  sounds  pretty  high  in  McKay? 

A  It  sounds  pretty  high  in  McKay. 

Q  Do  you  think  you  could  live  with  40%  McKay  and  60%  Rosebud? 

MR.  BELLINGHAM:  We  object,  yoUr  Honor;  improper 
cross . 


HEARINGS  EXAMINER: 


Sustained. 


A 

Q 


MR.  SHENKER:  I  don't  think  I  have  any  more  question: 
of  Mr.  O'Connor.  Let  me  just  check  my  notes  a  minute. 

(Mr.  Shenker  resuming)  Mr.  O'Connor,  are  you  aware  that  in 
one  year  after  Mr.  Coldiron's  letter  of  May  3,  1974,  finally 
a  large  book  was  put  together  comparing  the  viability  of  the 
alternatives  of  proceeding  with  McKay  vs.  Rosebud  coal? 

I  know  there  was  some  study  made  of  this. 

What  recommendation  was  made  to  the  other  participants  in  the 
Colstrip  application  with  respect  to  whether  you  should  use 
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McKay  or  whether  — 


MR.  BELLINGHAM:  We  object,  your  Honor. 

HEARINGS  EXAMINER:  Overruled. 

A  I  don't  know  what  recommendation  was  made. 

Q  Don't  you  know,  Mr.  O'Connor,  that  your  company.  The  Montana 
Power  Company,  has  told  the  other  applicants  that  you  simply 
cannot  use  McKay  coal  if  you  intend  to  meet  any  standards? 

A  I  didn't  know  they  had  told  them  that;  no,  but  that  would 
be  an  engineering  determination  and  not  one  that  they  would 
call  to  my  attention,  anyway. 

Q  Did  you  not  know  that  that  was  the  conclusion  drawn  by  the 
other  participants  in  this  particular  project? 

A  No,  I  didn't  know  that. 

Q  No  one  told  you  about  it? 

A  No,  sir. 

MR.  SHENKER:  I  have  nothing  further. 

HEARINGS  EXAMINER:  Mr.  Meloy. 


Re-Re-Cross  Examination  of  Mr.  O'Connor 
the  Northern  Cheyenne  Tribe,  Inc. 

By  Mr.  Meloy: 

You  testified  on  re-redirect  that  your  recollection  was  faulty 
with  regard  to  the  time  of  the  meeting  with  Mr.  Rowland  at 
Hardin,  and  that  your  recollection  was  cleared  up  after 
consulting  with  Mr.  Labrie? 

A  Yes,  sir.- 

Q  Did  your  faulty  recollection  cause  you  to  ask  Mr.  Labrie  whethlsr 
the  date  was  right,  or  did  Mr.  Labrie  suggest  your  recollectioi 


-932- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


was  faulty? 

A  Mr.  Labrie  and  I  were  discussing  the  meeting  and  came  to  the 
conclusion  that  it  was  in  January  rather  than  in  the  summer. 

Q  Did  Mr.  Labrie  suggest  to  you  that  any  other  part  of  your 

testimony  might  have  been  inaccurate  during  that  conversation: 

A  No,  he  didn't. 

Q  Then  your  statements  with  regard  to  the  accuracy  of  the  facts 
surrounding  and  during  that  meeting  stand? 

A  Yes,  sir. 

MR.  MELOY :  I  have  no  further  questions. 

HEARINGS  EXAMINER:  Mr.  Graybill. 

Re-Re-Cross-Examination  of  Mr.  O'Connor  by 

Northern  Plains  Resource  Council, 

by  Mr.  Graybill: 

Q  Mr.  O'Connor,  I  will  take  the  second  question  your  counsel 
asked  you  first  about  the  long  range  plan  of  Mr.  Coldiron's 
letter,  which  you  have.  I  understand  it  to  be  Mr.  Coldiron's 
idea  there  that  a  prediction  in  the  1974  Long  Range  Plan  that 
they  could  use  turbines  and  possibly  build  350  megawatt  plants 
at  Colstrip  might  be  an  alternative  to  3  &  4 ,  but  that  he 
thinks  a  year  later  that  that's  not  a  viable  alternative. 

Is  that  right? 

A  Not  a  year  later.  One  month  later.  One  month  —  the  first 

letter  was  written  —  the  Long  Range  Plan  filed  by  the  Montana 
Power  Company  on  April  1,  1974;  Mr.  Coldiron's  letter  was 
written  May  3rd,  1974.  Both  the  same  year. 

Q  Do  you  mean  to  say  that  between  April  1st  and  May  3rd  of  1974 
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Mr.  Coldiron  and  the  Montana  Power  Company  suddenly  discovered 
that  turbines  and  350  plants  were  not  a  viable  alternative? 

A  I  don't  think  they  were  a  viable  alternative  on  May  1st,  1974, 

I  think  the  implication  in  the  Long  Range  Plan  was  that  they 
were.  I  think  that  there  was  discovery  in  the  semantics, 
in  the  words  that  were  used,  that  made  this  appear  to  be 
erroneous,  and  Mr.  Coldiron  was  trying  to  correct  it. 

Q  You  mean  April  1st,  not  May  1st? 

A  April  1st,  yes. 

Q  So  what  you're  saying  is  that  either  the  Long  Range  Plan  is 

wrong,  or  at  least  there's  an  implication  in  it  that  could  lec d  & 
persons  astray,  is  that  what  you're  saying? 

A  I  think  that's  what  it  did.  I  think  the  Long  Range  Plan 
left  an  implication  that  could  be  interpreted  that  a  350, 
with  some  turbine  generation,  was  a  viable  alternative,  and 
Mr.  Coldiron  was  trying  to  correct  that  implication. 

Q  Now,  of  course,  we  have  to  assume  that  he  was  directed  on 
the  basis  of  an  engineering  study,  not  a  legal  study? 

A  I  would  rather  imagine  that  he  was  doing  that;  yes,  sir.  I 
think  that  this  probably  was  the  only  reason  he  was  doing  it. 

Q  The  time  frame,  then,  that  this  Long  Range  Plan  envisages 
for  using  3  &  4  was  to  get  3  &  4  in  operation  in  1978,  and 
that  it  was  necessary,  at  least  for  3  &  4,  which  was  ten 
years  down  the  road,  right? 

A  It  was  necessary  to  get  it  in  operation  in  1978-79,  if  we 
possibly  could,  and  then  we  intended  to  use  it  for  about 
35  years  down  the  road. 

Q  But  we  agree  now  that  we  can't  get  that  operating  in  1978,  so 
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we  start  with  '79? 


A 

Q 


A  Yes,  sir. 

Q  Granted  that  we're  going  to  use  it  for  35  years  at  the  most, 
if  we  build  it,  I  guess  what  we're  asking  is,  it  isn't 
necessary  for  35  years  if  you  could  plan  reasonable  alterna¬ 
tives  for  it,  is  it? 

A  A  reasonable  alternative  for  it  now? 

Q  I'll  grant  you  that  you  can't  plan  a  reasonable  alternative 
for  3  &  4  that  will  take  effect  in  1979. 

A  All  right. 

Q  Won't  you  grant  me  that  you  could  plan  a  reasonable  alternate 
for  it  that  would  take  effect  in  1984? 

A  1984-85,  I  think  we  could  get  something  on  the  line  by  then. 

Q  So  what  you're  saying  is,  assuming  you're  going  to  plan  an 

alternative  for  3  &  4 ,  we  have  a  bad  period  between  1979  and 
1984,  isn't  that  what  you're  saying? 

A  We  have  a  very  bad  period  during  that  time,  I  think. 

Q  But  assuming  you  could  develop  an  alternative,  the  bad  period 
could  be  over  in  1984-85? 

If  we  could  get  a  permit  to  get  something  built  by  '84-85. 

So  what  you're  telling  me  is  that  this  hearing  is  about  gettinjg 
3  &  4  constructed  so  that  it  will  cover  the  years  1979-84, 
isn't  that  right? 

A  Well,  of  course  they're  essential  for  those  years,  yes. 

Q  And  it's  for  those  six  years  that  this  plant  is  essential, 

isn't  that  true? 

A  Well,  and  some  of  the  years  after  that  that  are  necessary,  but 
we  could  determine  some  alternatives. 
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Q  I  certainly  agree  with  you,  Mr.  O'Connor,  that  we  won't  have 
to  limit  the  use  to  six  years,  but  assuming  that  you  find  a 
reasonable  alternative,  you  could  develop  that  by  1985? 

A  If  we  could  find  one. 

Q  Now,  let's  think  about  that.  Actually,  Plant  1  and  Plant  2 
are  350  megawatt  plants,  aren't  they? 

A  350  each;  I  think  about  330  net. 

Q  Now,  you  would  agree  with  me  that  it  would  be  possible  to 
build  a  third  350  megawatt  plant  if  we  didn't  worry  about 
these  other  companies  outside  of  Montana? 

A  Well,  it  might  be  possible,  but  —  in  what  time  frame? 

Q  Well,  that's  what  I  was  going  to  ask  you,  since  you're  the 

President  of  the  Company. 

A  I'd  think  8  or  10  years. 

Q  How  long? 

A  8  or  10  years. 

Q  From  now? 

A  From  now. 

Q  But  Mr.  O'Connor,  you  told  me  the  other  day  that  you  just 
started  planning  1  &  2  less  than  ten  years  ago. 

A  Yes,  but  we  didn't  have  the  Siting  Act.  We  didn't  have 
hearings  like  this. 

Q  Well,  assuming  that  in  this  case  you  were  granted  permission 
to  build  a  plant  of  50  Kv's  instead  of  two  700  Kv's,  you 
don't  mean  to  tell  me  it  would  take  8  or  10  years  to  do  that, 
do  you? 

A  If  we  were  granted  a  permit? 

Q  Yes. 
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Q 


A 

Q 

A 


Q 


A 

Q 


A 

Q 


Mr.  Graybill,  I  am  not  a  lawyer,  as  you  know,  but  I  suspect 
that  if  we  were  granted  a  permit  different  from  the  one  that 
we’ve  applied  for  that  you  would  be  the  first  to  hail  the 
Department  and  the  Board  into  Court  for  not  complying  with 
the  law.  We  didn’t  apply  for  a  350. 

I  understand  that,  but  don't  try  to  be  a  lawyer,  just  try 
to  be  a  Company  President.  What  I  want  to  know  is  how  long 
would  it  take  you  to  build  a  350  Kv.  plant  if  you  had  a  permit? 
If  we  had  a  permit  today? 

I  said  Kv,  I  meant  megawatt. 

I  suspect  that  if  we  had  a  permit  in  hand  today  that  we  could 
probably  build  a  plant  somewhere  between  6  and  8  years  — 
maybe  5  to  7 . 

I  am  talking  about  building  a  plant  right  at  the  same  place 
where  you’re  building  1  &  2. 

That's  right;  that's  what  I'm  talking  about. 

And  you  would  agree  with  me  that  you  might  be  able  to  build 
three  which  is  just  exactly  the  same  as  1  &  2,  pretty  easily 
there?  Wouldn't  you? 

No;  no.  We've  got  to  order  turbines,  we've  got  to  order 
boilers,  we've  got  delivery  of  equipment,  we've  got  to  re¬ 
engineer  the  entire  project,  it's  got  to  be  re-engineered  for 
a  350.  No,  we  couldn't  build  it  as  fast  as  we  could  build 
3  &  4,  or  even  anywhere  near. 

You  don't  think  that  you  could  substitute  another  350  of 
similar  design  to  1  &  2  fairly  quickly  at  Colstrip? 

Five  to  seven  years,  that's  the  only  concept  that  I  could  say 
Possibly  five  years? 
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A  Conceivably,  it  might  be  done.  It  would  have  to  be  hurried. 

Q  But  if  you  did  then  you  would  have  eliminated  all  the 
difficulty  except  the  year  1978-79,  right? 

A  Well,  if  there  was  a  plant  on  the  line  by  1980  we  would  have 
eliminated  some  of  the  difficulties  that  are  going  to  take 
place  after  that,  naturally. 

Q  You  would  have  eliminated  the  difficulties  for  Montana  Power 
in  the  years  1980-81-82-83-84,  wouldn't  you? 

A  Not  with  a  350,  because  our  share  of  the  700's  are  more  than 
that.  350  with  330  net  would  not  last  us  as  long  as  our  shar 
of  Colstrip  3  &  4. 

Q  Well,  it  would  last  nearly  as  long,  but  isn't  that  really  a 
fairly  important  alternative  to  really  look  at  seriously? 

A  That  alternative  isn't  available  to  us. 

Q  Well,  now,  of  course  it's  available,  except  for  two  years, 
which  you  just  agreed  with  me — 

A  I'm  not  sure  it's  available  at  all.  That  isn't  within  our 
ability  to  make  a  decision. 

Q  Can't  you  afford  to  build  a  350?  Economically? 

A  Oh,  yes,  certainly  we  can  afford  to  build  a  350.  But  you've 

got  to  have  a  permit.  We  don't  have  the  right  to  grant  permit^. 

Q  But  you  don't  have  a  permit  for  3  &  4  yet,  either,  do  you? 

A  No.  We  don't  have  any  application  in  for  anything  but  3  &  4, 

though .  I 

Q  Surely  in  May  of  1974,  a  year  ago  —  we're  talking  about  what 
Mr.  Coldiron  wrote  in  that  letter  —  he's  trying  to  tell  us 
in  that  letter  that  a  350  was  not  a  reasonable  alternative, 
but  if  he  had  started  with  a  350  at  that  time,  you'd  be  ready 
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to  put  it  on  the  line  in  ’78-79,  isn't  that  right? 

A  No,  no,  no.  If  he  had  made  application  for  a  350  in  1974 

when  he  wrote  that  letter,  it  could  not  have  gotten  on  the 

line  by  1980. 

Q  In  your  opinion? 

A  In  my  opinion. 

Q  In  any  event,  if  we  got  busy  now  on  alternatives  that  met 
some  of  the  problems  of  3  &  4,  you  would  really  only  have 
six  years,  from  '79  to  '84,  where  we  would  be  in  serious 
troubles  as  far  as  power  is  concerned? 

A  I  think  that's  a  pretty  good  period  of  time  to  be  in  trouble. 

Q  Now,  do  I  understand  him  to  be  saying  in  that  letter  and  you 

to  be  saying  that  the  trouble  With  turbines  is  that  they  have  i 
to  be  powered  by  oil? 

A  Well,  this  is  one  of  the  problems  with  them,  certainly. 

Q  Is  it  possible  to  use  turbines  that  wouldn't  use  oil? 

A  Yes,  you  could  use  natural  gas. 

Q  To  create  sufficient  peaking  capacity  to  get  by  these  five 
or  six  years  we're  talking  about? 

A  We're  going  to  be  short  of  energy  in  those  years,  not  just 
peaking  capacity. 

Q  I  read  just  a  moment  ago  in  that  same  report,  in  the  text 

there,  that  as  a  matter  of  fact  your  own  experts  were  predict¬ 
ing  that  you  would  use  turbines  for  just  that  purpose  in  1986. 

A  We  may,  this  is  one  of  the  things  that  we  are  giving  some 

thought.  It  may  be  that  we  can  use  turbines  for  peak,  but 
we're  going  to  have  an  energy  problem. 

Q  If  you  turn  back  you'll  find  that  your  plan  there  suggests  tha 
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Q 


A 


Q 

A 

Q 

A 


you  use  them  for  energy  in  '86. 

Oh,  no,  we  aren't  going  to  use  them  for  energy  in  '86. 

(Mr.  Graybill  hands  witness  a  document)  Have  you  read  the 
material  I  pointed  out  to  you,  Mr.  O'Connor? 

Just  a  second.  I  want  to  read  a  little  bit  ahead  of  that, 
too,  just  to  see  what  it  refers  to,  because  I  don't  understand 
that  particular  paragraph.  (Reads)  Yes,  I  have  read  that 
paragraph. 

Now,  Mr.  O'Connor,  I  showed  you  where  it  starts  —  this  one 
sentence  at  the  bottom  of  the  page.  I  wish  you'd  read  that 
paragraph  of  Montana  Power's  1975  Long  Range  Plan  into  the 
transcript. 

It  says,  "If  the  hydro  projects  were  not  authorized  the  next 
step  could  be  construction  of  one  or  more  40  to  50  megawatt 
combustion  turbines  for  1983-84  operation,  assuming  fuel  oil 
is  available,  followed  by  base  load  generation  of  about  350 
megawatts  for  operation  in  approximately  '85- '86,  for  which 
no  location  has  been  determined  at  this  time." 

Now,  Mr.  O'Connor,  I  don't  like  to  correct  the  Company  Presi¬ 
dent  on  a  matter  of  that  importance,  but  doesn't  "base  load 
operation"  mean  power  generation? 

Yes,  sir,  and  we  would  build  a  350  megawatt  plant  for  that 
purpose,  just  like  it  says  here. 

Is  it  talking  about  turbines  of  350  megawatts? 

No,  a  350  megawatt  plant.  The  40  and  50  megawatt  combustion 
turbines  we  need  for  the  purpose  of  supplying  the  peaking 
that  we  would  hope  to  get  out  of  the  hydro,  if  the  hydro  isn't 
built.  So  we  could  use  turbines  for  peak,  but  we  will  build 
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a  350  megawatt  plant  to  furnish  the  base  load. 

Q  It  certainly  doesn't  say  that  that  350  isn’t  going  to  be  a 
series  of  combustion  turbines,  does  it? 

A  "Followed  by  base  load  generation  of  about  350  megawatts"  — 
now,  it  doesn't  say  what  it  would  be.  It  might  be  nuclear, 
but  I  can  assure  you  it  won't  be  turbines. 

Q  It  seems  to  me  there's  another  implication  there.  You'd 
better  have  Mr.  Coldiron  write  a  letter. 

A  I  don't  think  there's  any  implication  of  any  kind.  I  think 
you  just  got  in  a  little  bit  of  a  hurry  in  reading  that  and 
didn't  study  it  out. 

Q  That's  certainly  true  of  one  of  us.  What  this  plan  is  saying, 
then,  is  that  you're  going  to  build  one  or  more  40  or  50  mega-| 
watt  turbines  for  '8  3- '84,  if  you  can  get  the  oil,  followed  by) 
a  base  load  generation  of  350  megawatts.  It  doesn't  say  of 
what,  does  it? 

A  No,  it  doesn't  say  of  what. 

Q  You're  telling  me  it's  not  turbines? 

A  I'll  guarantee  you  it  isn't  going  to  be  turbines. 

Q  Might  it  be  another  unit  of  Colstrip? 

A  It  could  be. 

Q  So  your  own  plan  is  suggesting  that  you  do  the  very  thing 

that  Mr.  Coldiron  is  saying  you  can't  do  now,  but  you  can  do 
in  1985-86,  is  that  right? 

A  In  1985-86  it  could  be  done.  That's  if  we  can  get  a  permit. 

Q  That  would  certainly  eliminate  the  problem  thereafter,  wouldn' 

it? 

A  Well,  for  a  little  while. 
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Q  So  we're  really  looking  at  a  time  frame  from  1979  to  1984  for 
3  &  4,  that's  the  problem  period,  isn't  it? 

A  And  from  there  on.  We've  got  to  substitute  something  for 
them  from  there  on,  too,  if  we  don't  get  them. 

Q  But  you  and  I  agree  that  if  you  start  now  you  could  reasonably 
plan  some  alternative  by  then? 

A  Yes,  I  think  you  could,  but  it  would  have  to  be  bigger  than 
350. 


Q  Now,  then,  that  brings  me  to  the  first  question  your  counsel 
asked,  which  was  about  the  socalled  veil  of  tears.  You  ex¬ 
plained  to  your  counsel  what  a  difficult  time  that  Portland 
General  was  having  with  its  turbines.  Now,  turn  to  page  7 
of  Portland  General's  1974  Annual  Report. 

A  Yes,  sir. 

Q  First  of  all,  in  the  first  column  there,  under  the  paragraph 
about  Beaver  combustion  turbine  installations  on  line,  on 
time.*  You  will  notice  that  it  says  here,  "The  units  are 
designed  to  burn  a  wide  range  of  fuel,  including  crude  oil, 
a  variety  of  petroleum  distillates,  or  natural  gas."  I  take 
it  you're  aware  that  turbines  can  be  developed  to  burn  this 
vide  range  of  fuels,  including  natural  gas? 

A  Yes. 

Q  Of  course,  Montana  Power  Company  owns  and  produces  extensive 
natural  gas?  Right? 

A  Yes. 

A  So  it's  entirely  possible,  if  you  were  in  a  real  jam,  to  use 
your  own  natural  gas  to  burn  in  your  own  turbines,  isn't  it? 

A  It's  physically  possible? 
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A 
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A 
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A 


Q 


A 

Q 
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Physically  possible. 

Oh,  sure,  it's  physically  possible  to  burn  gas  in  turbines. 

And  you  own  gas,  don't  you? 

Yes,  sir,  I  wish  we  owned  a  little  more,  because  we're  getting 
in  a  hell  of  a  shape  for  gas. 

Well,  you  still  have  how  many  years  supply? 

Well,  if  the  Canadians  cut  us  off,  we  don't  have  very  many 
years . 

Then  it  says  —  let's  go  through  the  next  paragraph,  at  the 
top  of  the  page,  "Combined  Cycle  Addition  Being  Planned  for 
Beaver.  An  additional  160  megawatts  — " 

I  think  it  said  kilowatts  ■—  oh,  160  megawatts;  I  beg  your 
pardon. 

I  made  it  megawatts,  so  we'll  stay  with  the  record;  megawatts. 
Okay . 

i 

"An  additional  160  megawatts  without  a  cent  more  fuel  costs 
is  the  benefit  of  the  combined  cycle  addition  to  the  Beaver 
Plant."  Do  you  know  what  a  combined  cycle  addition  is? 

Yes,  I've  got  a  pretty  good  idea  what  a  combined  cycle  is. 

They  capture  the  heat  in  the  turbines  and  use  it  to  produce 
some  more  energy. 

It  says,  "The  schedule  for  completion  in  1977  at  an  estimated 
cost  of  56  million,  these  units  capture  the  high  stack  gases 
and  reuse  them  to  generate  additional  electricity  in  conventio 
turbines . " 

Yes,  sir. 

Were  you  aware  of  that  technology? 

Oh,  certainly. 


al 
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Q  Here  we  have  one  of  the  members  of  this  group  of  applicants 
creating  160  megawatts  of  power  by  simply  using  up  the  high 
stack  gases  from  one  of  their  other  plants. 

A  That's  what  they  hope  to  do,  yes,  sir.‘ 

Q  Has  Montana  Power  Company  considered  using  the  high  stack 
gases  of  Colstrip  1  &  2  in  that  manner? 

A  Well,  no.  I  don't  think  you  can  use  the  high  temperature 

stack  gases  that  come  from  coal-fired  plants.  I  think  you've 
extracted  about  all  the  energy  you  can  get  from  them.  That's 
my  understanding. 

Q  What  plants  are  they  going  to  do  this  at?  Oil  plants? 

A  Oil-fired  plants  are  the  ones  where  they  use  combined  cycles. 

Q  Or  natural  gas  plants? 

A  Yes,  natural  gas  they  do,  because  a  lot  of  heat  comes  out 
of  the  turbines. 

Q  So  this  company  has  figured  out  a  way  to  get  160  megawatts  at 
no  additional  fuel  costs? 

A  Well,  they've  had  quite  a  little  capital  costs,  though. 

Q  But  considerably  less  capital  cost  per  megawatt  than  you're 
going  to  have  in  3  &  4 ,  aren't  they? 

A  For  the  addition?  Oh,  the  capital  cost  of  turbines  is  less 
than  it  is  for  coal-fired  plants. 

Q  Is  this  ability  to  produce  160  megawatts  of  power  with  no 

fuel  costs,  at  a  capital  cost  of  considerably  less  than  Colstrip 
3  &  4,  is  that  the  veil  of  tears  that  you  referred  to  that's  caus¬ 
ing  Portland  General  so  much  trouble? 

A  No,  the  veil  of  tears  is  getting  that  heat  in  and  out  of  that 
turbine  to  start  with,  at  $12.00  a  barrel.  That  would  make  me 
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cry,  too. 

Q  It  looks  to  me  like  Portland  General  is  just  delighted  that 
they  have  been  able  to  find  a  way  to  peak  quickly,  and  I  am 
wondering  why  you  haven't  considered  that  for  the  years  1978- 
79-80,  and  so  forth? 

A  I  don't  know  that  Portland  is  that  delighted.  I  think  that 
Portland  would  like  it  better  if  they  never  had  to  fire  up 
that  turbine  generation  they  have  on  their  system. 

Q  Do  you  think  that  when  their  Annual  Statement  says  that  they 
get  160  megawatts  of  power  without  a  cent  more  fuel  that 
they're  not  delighted? 

A  Not  when  the  fuel  costs  two  cents  a  kilowatt  hour  to  start  with. 

Q  Mr.  O'Connor,  are  you  aware  the  1973  Long  Range  Plan  also  sug-j 

gested  that  a  350  megawatt  plant  could  be  built  and  that 
turbines  could  be  built  and  that  might  be  viable  alternatives? 

MR.  BELLINGHAM:  We  object  to  Mr.  Graybill's  questicjn 
relayed  to  him  by  Mr.  Shenker,  on  the  grounds  that  it's 
repetitious . 

HEARINGS  EXAMINER:  Sustained.  j 

MR.  BELLINGHAM:  And  improper  cross-examination. 

MR.  GRAYBILL:  There's  absolutely  no  way  that  a 
question  about  something  I  haven't  spoken  about  is  repetih 
tious.  I  am  asking  him  now,  sir,  about  the  1973  Long 
Range  Plan,  and  if  the  long  range  plan  in  1973  doesn't 
say  the  same  thing.  Now,  honestly,  sir,  that  just  is  not 
repetitious.  If  he  wants  to  make  some  new  objection  -- 
let's  not  sustain  him  on  the  wrong  grounds. 

HEARINGS  EXAMINER:  He  added  to  it  that  it  is 
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improper  re-re-cross,  and  I  will  sustain  it  on  that 
ground. 

MR.  GRAYBILL:  Would  you  ever  consider  letting  me 
argue  the  issue  before  you  rule?-  I  always  have  to  do  it 
after  the  fact.  I  am  telling  you  he  should  at  least 
have  a  chance  to  counter  when  I  am  stopped,  that's  all, 
and  I  am  real  unhappy.  Would  you  withdraw  your  objectior 
till  I've  made  my  argument? 


HEARINGS  EXAMINER:  No.  I  am  sustaining  the  objec¬ 
tion,  because  1973  wasn't  part  of  the  re-redirect.  There 
was  nothing  about  the  1973  Long  Range  Plan. 

MR.  GRAYBILL:  Let  me  call  to  your  attention,  then, 
that  what  he  did  on  his  redirect  was  read  a  letter  which 
he  contended,  which  this  witness  just  contended,  was  use¬ 
ful  in  correcting  an  error  thirty  days  after  the  '74 
plan,  which  they  had  just  discovered.  Now,  I'm  pointing 
out  that  in  fact  the  error  was  not  a  30-day  error,  or 
an  error  in  that  plan.  It  was  a  long  term  error,  so 
obviously  that  all  ties  together.  It's  all  part  of  the 
subject  which  he  opened  the  door  of  by  putting  in  Mr. 
Coldiron's  letter.  Now,  Mr.  Coldiron's  letter  says 
that  the  350  and  the  turbines  can't  possibly  be  an 
alternative,  and  he  had  to  correct  the  implication  which 
was  wrong  in  the  '74  report,  and  now  we  discover  that  the 
same  error  that's  contained  in  the  '74  report  is  contained 
in  the  '73  report.  Now,  that  must  be  material  to  whether 
or  not  Mr.  Coldiron's  letter  in  fact  does  anything  except 
smokescreen  a  situation  that  they  had  found  in  that  one. 
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Isn't  that  material? 


HEARINGS  EXAMINER;  Have  you  completed  your  argument 
MR.  GRAYBILL:  Yes,  sir. 

HEARINGS  EXAMINER:  Objection  sustained. 

MR.  SHENKER:  May  I  speak,  Mr.  Davis?  I  should  like: 
to  respond  to  Mr.  Bellingham's  statement  first  — 

REPORTER;  Excuse  me,  Mr.  Shenker,  you  are  not  on 


your  mike. 

MR.  SHENKER:  I  should  like  to  respond  first  to 
Mr.  Bellingham's  statement  that  this  question  was  relayed 
to  Mr.  Graybill  by  me.  Because  I  anticipated  that  Mr. 
Bellingham  would  have  violent  objections  to  my  being  able 
to  clarify  what  I  believe  to  be  a  misconstruction  of 
the  record  at  this  time,  I  certainly  did  point  out  to 
Mr.  Graybill  that  the  witness  has  been  allowed  to  infer 
that  the  error  to  which  he  referred  in  Mr.  Coldiron's 
letter  in  Exhibit  B  to  the  1975  Plan  was  an  error  in 
the  1974  Plan.  I  believe  that  that  is  a  misconstruction 
of  the  record,  because  it  quite  clearly  is  a  1973  Long 
Range  Plan  error,  and  I  think  that  we  should  be  entitled 
to  go  into  that  issue.  Now,  whether  Mr.  Graybill  asks 
the  question  or  I  ask  the  question,  it  seems  to  me  to 
be  the  same  question  with  respect  to  this  witness'  very 
strong  implication  that  there  was  a  30-day  inadvertence 
with  Mr.  Coldiron's  having  to  correct  the  record  on,  and 
that  is  simply  not  true.  That  is  the  basis,  therefore, 
on  which  I  would  support  the  right  of  opponents  to  this 
application  to  go  into  that  matter. 


-947- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


HEARINGS  EXAMINER:  Do  you  wish  to  reply  to  counsel? 
MR.  BELLINGHAM:  Sir,  the  record  will  speak  for 


Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 


A 


Q 


itself.  We  feel,  as  originally  stated,  it  is  improper 
re-re-re-cross  examination  at  this  point. 

HEARINGS  EXAMINER:  Okay,  I  will  sustain  the  objec¬ 
tion,  for  the  third  time.  Proceed. 

(Mr.  Graybill  resuming)  Mr.  O'Connor,  you  told  me  a  few 
minutes  ago  that  Mr.  Coldiron's  letter  corrected  a  situation 
which  was  found  to  exist  in  1974' s  Long  Range  Plan? 

Yes,  sir. 

Is  the  1974  Long  Range  Plan  the  only  long  range  plan  in  which 
that  error  appeared? 

I  don't  think  it  was  an  error  before  that. 

1973,  it  was  in  there,  too,  is  that  right? 

I  think  it  was  in  there  in  1973. 

And  it  was  a  true  statement  at  that  time? 

I  think  so.  I  think  if  we'd  had  the  permit  by  1974  that  we 
could  have  possibly  gotten  a  350  on  the  line  by  1979  or  1980, 
but  in  1974  we  couldn't  make  it  any  longer. 

Well,  in  view  of  that  statement,  are  you  sure  that  it  was 
correcting  an  error  in  the  1974  report,  that  Long  Range  Plan, 
or  was  it  just  pointing  out  a  change  that  occurred  after  the 
1974  Long  Range  Plan  was  drafted? 

I  think  the  letter  said,  "This  is  no  longer  a  viable  alterna¬ 
tive,"  or  "This  is  no  longer  true."  We  finally  reached  a 
point  in  time  when  something  that  was  possible  before  was  no 
longer  possible. 

Then  it  amounted  to  an  amendment  of  the  1974  Long  Range  Plan? 
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It  amounted  to  a  correction  of  an  implication  in  the  1974 
plan . 

And  you  understand  Mr.  Coldiron  is  saying  that  that  takes 
effect  as  of  the  time  of  his  letter,  or  about  that  time, 
or  a  year  before? 

About  the  time  of  his  letter. 

MR.  BELLINGHAM:  Sir,  we  have  a  situation  here 
that  I've  already  pointed  out.  Now  we  have  Mr.  Shenker 
acting  through  Mr.  Graybill's  questioning,  and  I  just 
don't  think  it's  right. 

MR.  GRAYBILL:  Well — The  situation  arising  here 
that's  not  right  is  your  interrupting  my  cross-examination 
You've  done  it  about  ten  times  so  far  in  this  hearing,  and 
I  wish  you'd  stop  it.  I  don't  like  to  be  nasty,  but  I 
really  intend  to  be  a  party  here,  and  I  don't  like  you 
standing  up  in  my  cross-examination  making  gratuitous 
statements . 

HEARINGS  EXAMINER:  Very  well,  Gentlemen,  let's 
proceed  with  cross-examination  at  this  time,  if  we  may. 

MR.  SHENKER:  Let  the  record  show  that  I  also  resent 
the  patronizing  pomposity  of  the  last  statement.  The 
fact  is  that  I  did  not  ask  the  last  question  through  Mr. 
Graybill.  It  came  from  one  of  his  representatives  of 
the  Northern  Plains  Resource  Council,  so  the  speculation 
and  gratuity  by  Mr.  Bellingham  is  resentfully  false. 

HEARINGS  EXAMINER:  The  record  will  show;  let's 
proceed  with  the  cross-examination. 

MR.  GRAYBILL:  I  want  the  record  to  show  another 
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thing,  Mr.  Hearings  Officer,  and  that  is  I'm  trying  to 
find  out  the  truth,  and  I'm  trying  to  get  facts  on  this 
record,  and  if  there's  an  attempt  made  to  stop  my  cross- 
examination  or  to  keep  facts  off.  the  record,  I  suppose 
you've  done  a  pretty  good  job.  Please  let  me  cross- 
examine,  and  I'll  try  to  let  him  examine.  It  seems  to 
me  that's  a  fair  opportunity  for  both  of  us. 

HEARINGS  EXAMINER:  Proceed. 

MR.  O'CONNOR:  You  aren't  mad  at  me,  too,  are  you, 

Leo? 

MR.  GRAYBILL:  I  won't  be  if  you  keep  quiet.  I 
think  I'll  rest,  your  Honor. 


HEARINGS  EXAMINER:  Mr.  Brown? 

MR.  BROWN:  I  have  no  further  questions  of  this 
witness,  but  I  also  would  like  to  reaffirm  my  right  to 
reserve  the  right  to  recall  Mr.  O'Connor  in  the  air 
and  water  quality  certification  portion  of  this  proceeding. 

HEARINGS  EXAMINER:  Very  well.  Is  there  anyone 
in  the  audience  from  the  general  public  who  would  like 
to  participate  in  this  and  ask  any  questions  of  Mr. 
O'Connor?  (No  response)  Very  well,  if  not,  Mr.  O'Connor 
will  be  excused,  subject  to  recall  on  the  basis  that 
we  mentioned.  Thank  you  very  much. 

MR.  O'CONNOR:  Mr.  Examiner,  I  was  just  getting 
warmed  up.  (Laughter) 

HEARINGS  EXAMINER:  I'm  sure  of  it.  Do  you  want 
to  call  your  next  witness,  or  do  you  want  to  adjourn? 

We  still  have  a  minute  and  a  half. 
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MR.  BELLINGHAM:  Let's  adjourn. 

HEARINGS  EXAMINER:  We  will  adjourn  until  9:00 
o'clock  tomorrow  morning. 

(Witness  O'Connor  excused.) 

RECESS ,  5:00  P.M. 


************ 
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